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A little known part of Anaconda is its production 
of high-strength phosphate fertilizers for Western 
farmers. 

A plentiful supply of phosphate is vital to plant 
growth, a prime requisite for bountiful crops. The 
soils of many Western States, low in an gt 
to begin with, lose more and more with each har- 
vest. With Anaconda’s Treble Superphosphate or 
Phosphoric Acid, farmers can easily replace this 
necessary chemical and substantially increase their 
per-acre production. 

Anaconda’s fertilizers are produced at the com- 
“soy Reduction Works at Anaconda, Montana, 

rom phosphate rock mined at Conda, Idaho. 
Containing about 42% available phosphoric acid 
(almost triple the amount available in ordinary 
low grade phosphate fertilizers) Treble Super- 
phosphate’s granular form permits easy spreading. 

During 1952, Anaconda produced more than 
100,000 tons of treble superphosphate and phos- 
phoric acid. Based on numerous agricultural col- 
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COPPER MINING COMPANY 





Treble Superphosphate bagging 
Operation at Anaconda Reduction 
Works at Anaconda, Montana. Bags 
are filled at rear, go through 
stitching and sealing operations, 
then are carried by conveyor 
directly to freight cars. 


‘ANACONDA’ stands for more than metals! 


lege and County Agents’ tests conducted in the 
intermountain area, this production, properly 
applied, would increase nok crops in 15 Western 
States by: 


200,000 tons of beet sugar 
300,000,000 pounds of vegetables 
750,000 tons of alfalfa 
4,500,000 sacks of potatoes 
4,000,000 bushels of grain 


Presently, a new sulphuric acid plant is being 
built to facilitate Anaconda’s fertilizer production. 

This mining and processing of phosphates. is 
only a small part of Anaconda’s operations. Pro- 
ducing a large family of metals for America, Ana- 
conda is carrying on a far-flung modernization, 
improvement and expansion program, at mines, 
mills and fabricating plants. Ali phases of the pro- 
gram are directed to the same goal ... more and 


better products for the country. 53274-A 


The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 
Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 
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That’s an impressive figure, young lady, and And while we’ve been adding all these tele- 
mighty important to fathers and mothers and phones, service has been getting better too. The 
brothers and sisters on farms. number of parties on many rural telephone lines 

For 2% million is the number of telephones has been reduced and there have been much 
the Bell System has added in rural areas in the appreciated improvements in party line ringing. 
eight years since World War II. In rural areas, as well as in cities and towns, 

It’s a lot of telephones, but we’re not stopping we're keeping right on improving the quality and 


there. More and more are going in every day. quantity of telephone service. . 








Tearing down a Smokestack—or 
any other structure—may seem like 
Progress in Reverse. But not on 


The Minneapolis & St. Lovis Railway 


At the Cedar Lake Shops of the M. & St. L. in 
Minneapolis, a big Chimney, 100 feet tall, has 
just been razed, along with an ancient Power 
House that had burned coal for three-quarters of 
a century. This was a wrecking job to Make Way 
for Progress. 

The crash and dust-cloud of the Falling Stack 
marked another step in the M. & St. L. program 
for Complete Modernization of Shops and Yards, 
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of Facilities and Equipment, all over the M. & 
St. L. System in four Midwest States. 

New yard tracks are being laid where the old Goo 
power house stood. A new plant, 1953 style, land 
heats Cedar Lake Buildings. The M. & St. L. now -- 
buys power for its hundreds of shop machines Firs 
from an electric company. Vice 

All this means more Efficiency and Economy— Aae 
two things that are the Order of the Day on yon 
the Dieselized M. & St. L. When new construction we 
is finished, the M. & St. L. at Cedar Lake will Har 
have one of America’s Finest Railroad Shops. 
And that will mean Further Improvement in 


M. & St. L. Fast Freight Service 
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READERS SAY 


Wince-creating but well-called 
I read with keen interest “The De- 
flowering of New England” (July 15, 
p. 14). Its breezy, provocative style 
holds the reader’s attention extremely 
well. Some parts naturally made me 
wince, but certainly on the whole the 
shots were well called. It always amazes 
me the way a professional writer can 
take hold of an involved, complicated 
subject without much previous knowl- 
edge and make an interesting and quite 

accurate story out of it. 

—H. D. Ruum, Jr., President, 
Bates Manufacturing Company, 
Lewiston, Maine. 


The Forses editor who did much of 
the research and all of the writing on 
“Deflowering” is Ross Lyle Muir, born 
in Beebe, Quebec, about 500 yards 
from Vermont. Muir lived in New 
Hampshire between the ages of 2 and 
15, in Connecticut till he was 17, went 
to Colby College in Waterville, Maine. 
While at Colby he worked in a local 
cotton mill. On his behalf, Forses takes 
exception to Mr. Ruhm’s assumption of 
“without much previous knowledge,” 
agrees it was an interesting and accu- 
rate story—Ep. 


Man with the umbrella 
My husband and I were compli- 
mented that your magazine used his 
picture on the cover of your July 1 
issue. He is one of the oldest citizens 
of Spartenburg and his forebears lived 
here for generations. Many people in 
town were pleased by your gesture. 
We now have five grandchildren and 
one unmarried son. 
—Mkrs. Jesse P. CLEVELAND, 
Spartanburg, S. C. 


Mr. Cleveland, who was pictured at- 
tending a Jersey Standard stockholders’ 
meeting, was the first anonymous cover 
man Forses has pictured since it 
showed a nameless Canadian Mountie 
on the cover of the Canadian issue of 
December 15, 1951. The editors are 
happy to have selected such a typical 
American stockholder—Ep. 


Fan 
This is my first “fan” letter to a 
magazine .. . there were so many un- 
happy letters in the July 1 issue that I 
thought a satisfied customer should 
write in. —Mrs. L. R. CHANDLER, 
San Francisco, Calif. 


Non-fan 

Kindly cancel my subscription. The 
semi-Republican administration now di- 
recting the affairs of state, aside from 
extending and carrying on Truman poli- 
cies, is guaranteeing great Democratic 

victories in 1954 and 1956. 
—Gerorce C. Bourne, 
Hyannis, Mass. 


“Dye” not sly 

Your issue of June 1 uses the word 
“dye” in referring to General Tire’s 
purchase of a “tool and dye outfit.” It 
strikes me that a metal working device 
known as a die is meant. Appreciating 
the sly humor that you slip in so fre- 
quently, and is so refreshing, thought 
I'd better ask and not jump to a con- 
clusion that would not do you justice. 
—Gerorce A. K. Surron, 
Jacksonville, Fla. 
Forses regrets it cannot attribute the 
typographical error of “dye” for “die” 
to sly humor, will endeavor, however, 
to see that the humor, however sly, 

will not die.—Ep. 


The funds 
You seem to discourage investment in 
mutual funds. Surely the management 
of the best funds is superior to that 
of many of the brokerage firms or the 
recommendations of their customers’ 
men.... —Goprrey M. MEYER, 
Clifton, N. J. 


Thanks for the mutual fund column 

. it is “to the point” and always 
good reading.... —E.LMer V. Davis, 
Perry, Okla. 


I think the article on mutual funds 
was perfect. I have had four different 
ones, sold three. It certainly left no 
doubts in my mind what was best for 
MG... 35 —LENORE NEUMAN, 

Hollywood, Calif. 


As we specialize in mutual funds we 
appreciate the large amount of space 
that has been devoted to this subject. 
Many of your subscribers here in Bir- 
mingham have brought your article to 
our attention. —FRANK CHAPPELLE, JR., 

Frank Chappelle & Co., 
Birmington, Ala. 


Twelve-year wait 

Virginia Carolina Chemical Company 
owes its 6% preferred stockholder $73.50 
a share in back dividends—that means 
twelve years and three months . . . they 
earned $42.51 on the preferred in 1951 
and 1952 but they have not paid a 
dime to reduce the arrearages. .. . 
What is the use of’ business and Wall 
Street talking and writing about pro- 
tection for investors when such a deal 

as this can go on year after year? 
—WaLTER H. RIEMANN, 
Pasadena, California 


Public utility, private means 
As a stockholder in Consolidated 
Edison, I appreciate your editorial on 
the company. It would have been 
pleasing had you mentioned its plan 
to secure power from Niagara without 
asking for Federal assistance. It is 
something unusual for a company to 
make its plans for expansion by pri- 
vate means. —ANDREW L. SANGER, 
Evanston, Iil. 
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New product? New design? A change 
in price or plans? Customers will 

sit up and take notice fast when 

you send Telegrams! mane 


For Any Business Purpose— 
A TELEGRAM Does the Job Better! 


WESTERN - 
UNION 












RETAILER SAYS 
“OUR SURVEY PROVED THAT PER 
DOLLAR SPENT, WESTERN UNION 


TELEGRAMS BROUGHT US RESULTS 
SUPERIOR TO ANY OTHER METHOD.” 
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MANUFACTURER REPORTS 


“RESULTS FROM SALES TELEGRAMS 
VERY GRATIFYING. BUYERS MUCH 
PLEASED WE THOUGHT ENOUGH OF 
THEM TO SEND THEM A TELEGRAPHIC 
INVITATION TO SEE OUR NEW 

LINE OF SPORTSWEAR.” 





SURVEYS—3200 Western Union 
offices across the country are equipped 
to make local, regional or nation-wide 
Surveys—often overnight! Results are 
accurate, costs low! Get details from 


— 


your local Western Union office. 


WESTERN UNION 











THE ECONOMY 





SEVERAL DOZEN businessmen disgusted 
with the economy’s cruising speed last 
month did some loud blame-fixing. In 
shrill voice, hundreds appeared at 
House Ways and Means Committee 
hearings. What’s jamming up the econ- 
omy, they complained, is hit-or-miss 
taxation. 

When President Dwight D. Eisen- 
hower vetoed the motion picture excise 
tax exemption, he left moviemen as un- 
comfortable as ten-year-olds at a love 
scene. At the same time, his refusal to 
favor one industry over others threw a 
spotlight on the “inequity,” “un-wis- 
dom” and “hamstringing” effect of 
Washington's topsy-turvy tax pattern. 
Air Transport Association Secretary J. 
D. Durand spoke for his industry: “The 
transportation tax should be repealed 
immediately.” For bauble sellers on 
their annual New York junket, trade 
association President Leo F. Henebry 
pledged a renewed “fight to abolish” 
the 20% excise on most items offered 
by retail jewelers. Backed by CIO Com- 
munications Workers of America, Pa- 
cific Telephone & Telegraph President 
Mark R. Sullivan called levies on long 
distance calls “unreasonably high and 
burdensome” to subscribers. Similar 
sentiments came from dealers in tires, 
tobacco, trucks, fountain pens, lighters, 
sporting goods, luggage, cosmetics. 

With Forses prosperity index at a 
towering 117.8 (see page $1), enter- 
prisers’ wails seemed oddly out of 
place. Telephone revenues had never 
been so high. Airlines netted 12.8% 
more in 1953’s second quarter than in 
the 1952 period. And despite their in- 
jured yelps, ringmaker W. Waters 
Schwab said most jewelers expected a 
25% rise in sales this year. 

The Council of Motion Picture Or- 
ganizations claims 5,347 of the nation’s 
18,306 flicker houses are running in red 
ink. Yet, these paid $51 million in 
ticket taxes on a $529 million gross in 
1952. Chances are, predicts the Coun- 
cil, that 2,000 of the 5,347 will be 
closed before yearend. Although theater 
owners are sitting in a sad seat, there 
is considerable doubt that there is any 
kind of relief for their plight. A com- 
bination of shoddy Hollywood films, 
TV competition and a tendency for box 
officers to price themselves out of the 
market was doing far more harm than 
Washington’s entertainment tax. The 
railroads’ case was more clean-cut. 
Common carrier rates have gone up 
more than 75% since 1948 while collec- 
tions from the 15% levy on travel have 
climbed less than 25%. If the impost 
were abolished, thinks one rail spokes- 
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man, at least 7% of tourists who travel 
by auto might be lured back onto the 
tracks and passenger revenues might 
return to their 1946 levels. 

Except for the unhappy few who cap 
literally strip their sleeves and show 
their scars, the cry was not “lowe 
taxes” so much as “less discrimination” 
Air transportman Durand points out 
that passengers traveling to Colombia 
on a U. S. plane making an intermedi- 
ate stop at Miami pay the excise, while 
foreign line travelers who fly direct go 
tax free. When passengers become 
harder to get, this price disadvantage 
will hurt. Travelers’ sensitivity to price 
was dramatically shown in the wildfire 
success of tourist fares. Taxes on travel 
and telephone service were instituted 
in War II to discourage civilians from 
choking essential facilities. They were 
enacted, says PT&T’s Sullivan, “under 
conditions which no longer prevail and 
should not be continued.” 


Sympathy not enough 


Like the walrus in the poem, law- 
makers were deeply sympathetic but 
any real relief for enterprise seemed 
remote. And a handful of industries 
needed much more than either pitying 
tears or lighter taxation. While busi- 
ness in general could scarcely deny 
the best summer on record, coal, farm 
machinery, drugs and textiles in partic- 
ular could show signs of real depres- 
sion. Among miners, combined corpo 
rate profits for 1953’s first half were 
off 8% from the 1952 period, with 
coalmen taking the hardest blows. Since 
January 1, 1951, 115 coal mines have 
shut down in Kentucky, West Virginia, 
Virginia and Tennessee alone. The 
Southern Coal Producers Association 
figures these abandoned shafts yielded 
15,000,000 tons of bituminous coal i 
their last year of operation. Employees 
numbering 15,399 had been eaming 
about $50 million a year. This payrdll 
drop, promises SCPA Secretary Walter 
Thurmond, “will grow alarmingly u® 
less there is some way to find reliel 
from high production costs per ton 80 
that we can compete with other sec 
tions and with rival fuels.” 

Adding to the diggers’ dirge was the 
Petroleum Administration for Defense, 
which estimates that domestic demand 
for all oil products will soar by next 
March to 8,100,000 barrels a day, UP 
6.8%. Distillates, which include house 
hold fuel oil, will jump 13% in use and 
industrial fuel oil, 3%. , 

There were a few bright spots i 
coal’s black outlook. Users’ stockp 
scaled at 76,000,000 tons on July 1 
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They’re never too young to learn SAFETY 


ee SCHOOL opens this fall, many class- 
rooms will be decorated with pictures 
like those shown above. All of these pictures 
were actually drawn by children in the first 
grade. 

These simple sketches show that even 
very young children can grasp the impor- 
tance of safety and can apply its rules in 
their daily lives. In fact, our greatest hope 
of reducing the high toll of childhood acci- 
dents . .. on streets and highways, in homes, 
and elsewhere . . . depends largely on help- 
ing young children to develop the attitudes 
and skills necessary for their safety now 
and in the future. 


Accidents kill annually about 
14,000 children under age 15. In 
addition, some 2 million children 
are temporarily or permanently in- 
jured by accidents every year. 
When children return to school, they will 
be exposed to an increased number of po- 
tential accident situations. This raises the 


question, is there anything you can do to 
help save children from accidental injuries 
or loss of life? Indeed, there is. You can put 
more stress than ever on habits of safe 
conduct. 


All children—especially those just enter- 
ing school—should be warned to take safety 
precautions in the streets. They should learn 
to cross only at crossings, to obey traffic 
lights, to look both ways before stepping 
into the street, and to face traffic if they 
have to walk on a road. 


If a child rides his bicycle to school, he 
should know and obey such rules as keep- 
ing to the right, riding single file and sig- 
naling for turns. Moreover, it is wise for 
parents to make sure that the bicycle has 
good brakes, a warning bell, a front light 
and a rear reflector. 


Children may also be helped to avoid 
accidents if parents themselves set a good 
example by consistently practicing habits of 
safety in the home and elsewhere. 







Metropolitan Life Insurance Co. 
1 Madison Ave., New York 10,N.Y. | 


your booklet, 953-F 


You can do this, for instance, by checking 
your home and removing possible accident 
hazards. Among other things, guns, ammu- 
nition and poisons should be locked up. 


If, despite your protection and training, 
your child has repeated accidents, it would 
be wise to consult your family doctor. 
Sometimes accidents may be caused by 
physical or emotional conditions which he 
can help correct. 


Remember that most accidents do not 
“just happen.” Some authorities estimate 
that 90 percent or more of them are pre- 
ventable. So, make your child safety-mind- 
ed as he enters or returns to school. You 
may save him needless injury . . . and spare 
yourself some anxious moments. 


Metropolitan’s new booklet, “A Formula 
for Child Safety,” tells how parents—by 
understanding their child’s behavior at var- 
ious stages of growth—can anticipate and 
forestall many accidents. Use the handy 
coupon for your free copy. 
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TWO-LINE 
EDITORIALS 





Prospects on the threshold of the final 
third of 1953 are better than generally 
predicted. 


Employment continues at boom levels. 
Total personal income is spectacular. 


Some of our few depressed industries 
have perked up. 


Security markets have behaved ration- 
ally. 


Most first-half earnings reports make 
good reading. 


The Eisenhower Administration's record 


has been constructive rather than dis- 
ruptive. 


1954 holds promise of modest tax relief. 


Both individuals 
should benefit. 


and corporations 


Cessation of bloodshed in Korea is com- 
forting. 


Russia’s antics still incite suspicion. 


But her internal troubles may stave off 
aggression. 


Expect less building. 


Money, including mortgage money, is 
less plentiful, somewhat dearer. 


“Farm Investments at $3,250,000,000 
a Year.” 


Our farmers today are not debt-ridden, 
downtrodden tillers of the soil. 


Most are substantial, prosperous citi- 
zens, rich in labor-saving equipment. 


What to do with our huge farm sur- 
pluses is a pressing problem. 


With millions of starving people 
throughout the world, there must be a 
solution. 


The core of France seems unsound. 


Under Churchill, Britain exhibits states- 
manship. Denationalization persists. 


Few ever regret saving money. Myriads 
regret reckless spending. 


The most valuable investment by par- 
ents is adequate education for their 
children. 


Education is not heavy to carry through- 
out life. 
—B.CF. 





were still about 5,000,000 tons below 
a year earlier. Steel furnaces, banked 
during much of last year’s strike, were 
gobbling huge tonnages and coal-burn- 
ing electric utilities expect to devour 
108,000,000 tons compared with 103,- 
000,000 tons in 1952. 

Nationwide, however, soft coal dig- 
ging for the year is expected to lag be- 
hind 1952’s 465,000,000-ton output, a 
record sadly below 1947’s 631,000,- 
000-ton peak. In May, exports of coal 
and allied products were down to 
$33.8 million vs. $48.5 million for May 
1952 and were off almost 50% for the 
year to date. Biggest unknown in the 
industry’s future is what John L. Lewis 
will do. With the 90-day contract re- 
opening period at hand, mine operators 
were in no mood to precipitate a strike. 


On the farm, down 


Out West where Lewis vacationed 
last month, farm equipment output con- 
tinued to slide. Only Allis-Chalmers 
and Caterpiller Tractor Company had 
no plans to cut payrolls. Busy turning 
out electrical equipment and industrial 
machinery, A-C was shifting workers 
around to keep them on the job, Cater- 
piller claims its 33,000 employees will 
be used on other products even if some 
farm item cuts are made. But others in 
the field felt pressure from drought, 
falling prices and the consequent skid 
in farm income. Said an International 
Harvester official: “Dealers’ inventories 
are quite excessive and sales have 
slumped alarmingly.” Adding to last 
month’s layoffs at IH, Minneapolis- 
Moline, Oliver Corporation and Mas- 
sey-Harris, Moline’s Deere & Company 
said “production and sales have been 
declining moderately for a number of 
months, resulting in reductions in man- 
ufacturing personnel.” 


Now it’s Antizyme 


Haunted by a similar drying up in 
demand, drugs, soaps and cosmetics 
makers’ profits slid about 1% in the 
first half. But Jersey City’s Lambert 
Company trumpeted a plan to give sales 
a shot in the arm, set another big tooth- 
paste promotion on the road. The firm 
launched “Antizyme.” Reinforced with 
chemicals, the new Listerine is said to 
kill acid-making enzymes in the mouth, 
curb tooth decay. But there is little 
chance Lambert will turn rivals chloro- 
phyl-green with envy. Big Colgate- 
Palmolive-Peet and Ammident-making 
Small Block Drug Company are al- 
ready hot on Antizyme’s trail with en- 
zyme killers of their own. “Claims that 
this compound will reduce dental 
decay,” warns American Dental As- 
sociation’s Dr. Roy Doty, “are pre- 
mature.” 

Equally hurried are persistent re- 
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ports that textiles are all washed 
First-half earnings for cloth and ap. 
parel firms topped 1952’s first six 
months by 34%. Rugmen rolled up a 
10% gain. But with an eye to firming 
wool prices, Bigelow Sanford President 
J. D. Wise hints that more expensive 
wool and sharper competition “indicate 
that profit margins will be somewhat 
lower this fall.” Another pessimist ad- 
mits: “We'd all like to boost prices 
10%, but nobody's willing to go first” 

As worsted, wool sales have crept 
up slowly, lifting the nation’s consump- 
tion rate from 360,000,000 pounds in 
1952 to about 385,000,000. Yet use 
is still shockingly below 1946's 624- 
000,000 pounds. Cotton consumption, 
which had spurted in March and April 
to send the Federal Reserve index to 
149 (1935-19839=100), was back to 
143 in June. Last month, traders scaree- 
ly kept the market going, seemed to be 
waiting for Labor Day to make a seri- 
ous move. 


Plateau or precipice? 


For the economy as a whole, busi- 
ness traveled through the third quarter 
with all wheels turning, most of them 
at high speed. As the Korean truce 
was signed, durable goods backlogs 
were $67.3 billion, or 5.1 months’ sales, 
But all manufacturers’ forward orders 
were $5 billion below last September's 
peak. In addition, there are signs that 
industrial production is no longer ex- 
panding—the Federal Reserve Board in- 
dex stood at 240 in May, 241 in June, 
fell to 232 in July, a normal seasonal 
drop. New York’s National City Bank 
sees no particular danger, claims a pro- 
duction ceiling is set by the labor sup- 
ply and “there are scarcely any able 
workers left to employ.” Even a curb 
on auto and appliance making, says 
the bank, would be less worldshaking 
than many economists believe. “Auto- 
mobiles took 16% of steel output i 
1952 and appliances only 2%%. Curtail- 
ment in these lines would reduce re 
quirements for steel by only a few per 
centage points.” 

If cuts in defense spending, the sharp 
farm price break, slowed construction 
and a potential steel slowup spell re 
cession, the bank insists there are a 
many signs of continued prosperity. 
Farmers will buy less (their first-half 
income was 5% below January-to-June 
1952), but urban consumers are spend- 
ing more and aggregate personal buy- 
ing power is still rising. Real economic 
supports, the bank says, “are the im 
mense demands of the American pee 
ple and the ability of the productive 
organization to satisfy them efficiently. 
The implication was clear enough: 
business would get more sympathy 
it hit the road to some old-fashi 
door-to-door selling. 
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When fine crystal rings true... 


Eagle-Picher Lead Silicate and Lead Oxides give 
it the tone that stands for quality. 


In fine glass manufacture—a unique combination 
of precision manufacture and artful inspiration 
—Eagle-Picher Lead Silicate and Lead Oxides 
impart distinctive character to the molten glass. 


This means that when the product is completed, 


it will have the dazzling sparkle, the perfect 


clarity and the bell-like tone that mark fine crystal. 


The production of fine glass is but one of the 
many important applications where Eagle-Picher 
lead compounds serve well. There may be a use 
for these and other Eagle-Picher products in your 


own business. We'd like to talk it over. 


§ EAGLE-PICHER 


Since 1843 
PICHER 


The Eagle-Picher Company e General Offices: Cincinnati (1), Ohio 


A good name on any product. Widely known as an important factor in mining, smelting and 


Processing of lead and zinc, Eagle-Picher provides many products for essential uses in the paint, glass, ceramic, 


chemical and storage battery industries; in the manufacture of automotive and farm equipment and in 


many other fields: Slab zinc * Lead and zinc pigments and oxides * Molded and extruded rubber 


products * Diatomaceous earth products * Cadmium * The semi-rare metals: Gallium, Germanium. 


Mineral wool home and industrial insulations * Aluminum storm windows and screens. 
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OR CAUTION? 


Just how should the average in- 
vestor regard the automobile in- 
dustry—its immediate future and 
long-range prospects? 

To help you decide, we’ve just 
published a 32-page booklet, 
“The Automobile Industry.” 


It begins with a good look at 
the industry as a whole, traces 
its history and growth, explores 
the over-all outlook for sales. 


Then it takes up each of the 
“Big Three” in turn, tells how 
they stand—where they’re going. 


It covers the independents and 
some of their problems, discusses 
the market for trucks and who 
makes them, goes over labor, 
allied industries, and the effect 
they could have on auto stocks 
as investments. 

And finally, you'll find indi- 
vidual write-ups on 31 of the 
leading auto and accessory com- 
panies—plus a table of vital in- 
vestment facts on 31 others. 


For a free copy of our booklet 
“The Automobile Industry” — 


simply call or write— 


WALTER A. SCHOLL 
Department SD-52 


MERRILL LYNCH, 


PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 104 Cities 


_—_ 
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LasT MONTH when a casque-headed 
Rufous Hornbill (habitat: India, Cey- 
lon and points east) flew his coop at a 
Manhattan pet shop and flapped among 
the canyons of lower Broadway, lunch- 
hour crowds gaped. One copy reader 
headed the story “Brrp TaKEs FLIER IN 
Wa tt STREET.” To brokers, harried by 
dwindling Big Board volume, Rufe’s 
visitation was almost symbolic. It is a 
rare bird that takes a flier in Wall 
Street these days. 

How rare shows in the statistics (see 
box). Since 1935 the total number of 
shares listed has climbed steadily but 
turnover (ratio of certificates traded to 
total listed) has been gaunt as a share- 
cropper’s mule. 

Most brokers point to the capital 
gains tax as the villain. At the same 
time, they are haunted by memories of 
the 1929 orgy. Shudders one broker: 
“Don’t call it speculation, call it trad- 
ing.” But it’s speculation, short-term 
trading, that’s been dampened by capi- 
tal gains taxes. And it’s speculation 
which makes volume and commissions. 

More often than not in the last 24 
years, NYSE volume has varied with 
speculative trading. In 1934, for in- 
stance, the “speculative index” (ratio 
of brokers’ loans to market value of all 
listed shares) registered 4%. Turnover: 
22%. Last year brokers’ loans hovered 
around 1% of market value. Turnover: 
13%. Explains H. Hentz & Co.’s Harry 
Clayton: “It’s that capital gains tax. 
Nobody wants to be partners with 
Uncle Sam. So they invest and just sit 
tight. That’s what kills volume.” 

Colleagues agree. They seize on the 
mythical “little old widow who invested 


a 


$50-$60,000 in 1940” to make their 
point. Her shares have grown to “a 
couple of hundred thousand now. She's 
locked in. She can’t get out without 
taxes taking too much of her profit.” 
The 25% capital gains levy was first 
clamped on in 1942. In the decade be- 
fore, Exchange turnover averaged 
26.8%. In the decade after, it averaged 
18.8%. Like Charlie Schwartz, Bache & 
Co. partner, most brokers think the 
speculative itch has not atrophied but 
has been diverted from Wall Street, 
Their hope: that a softened capital 
gains tax will lure it back. 

Another reason for market inertia 
glowers from a poster on the wall of 
the broker’s uncluttered ninth floor 
office: “THere’s No Stock ExcHaNcE 
in Moscow. Fichot ComMMuNnIsM!” Says 
Schwartz: “The worst enemy of specu- 
lation is uncertainty. There’s uncer- 
tainty about a war. About Korea and 
government contracts.” If a decade of 
uncertainty and taxes has meant death 
to speculation, it has also chilled 
brokers’ earnings. Recalls one trader: 
“It used to be interest charges on cus- 
tomers’ debit accounts would pay the 
overhead and the rest was gravy. But 
the speculator is gone.” 

SEC proscription of manipulation 
and pools (“we're a very law-abiding 
community now”) has also had its ef- 
fect on volume. “With a good pool in 
the old days you could turn over a 
company’s entire capitalization daily. 
That’s really volume.” But these are 
new days. And from ticker tape alley 
investors apparently want not action 
but income. In this year’s first half, 36% 
of all trading focused on 88 issues, rep- 
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resenting only 5.8% of all Big Board- 
listed equities. And, according to a one- 
day survey by NYSE, between 65%-75% 
of all buying was for “income.” 

Another reason for “income” buying 
and its consort, low volume: 1% of all 
U.S. shareowners hold an estimated 
11% of all corporate securities. Says 
one trader: “The country has changed. 
Before we used to have a big big-in- 
come group and a big low-income 
group. Now we've got thin upper and 
lower crusts with most of us in the 
middle.” So it seems with the equities 
mart, long regarded as a rich man’s 
stamping ground. 

According to the Exchange’s “one 
day” figures, 26% of all transactions 
were handled for customers in the 
$5,000-$10,000-a-year income bracket. 
Relative newcomers to the Canyon, 
they were presumably lured by a long 
period of prosperity and relatively low 
bank interest rates. The latter, of course, 
have been publicized in brokers’ ads. 

Ownership has spread—perhaps be- 
cause of the mass advertising, perhaps 
simply because Big Board listed equi- 
ties have increased 10% since 1950. 
Forbes summaries show stockholder 
ranks up 9% over the same period. Com- 
plains one broker: “Investors are so 
sophisticated these days. They want 
only the best.” For brokers even broad- 
er ownership (i.e., more Little Fellows 
wanting only the best) could mean more 
of what has already happened: concen- 
tration on a few favorites, less action 
all over the Board. Result: scant liquid- 
ity and scant capital sources for new 
issues. Opines one broker: “Capital 
gains revision would help. But it’s still 
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going to be different than anything 
we've known. And there’s not going to 
be much speculation anyway.” Why? 
“There's less to speculate in. Securities’ 
quality is ever so much better than it 
was even five years ago. It takes so 
much money to get in business and 
stay in, that we're dealing not in ven- 
tures, as we used to, but institutions.” 

Speaking of institutions, big buyers 
like banks, insurance companies, pen- 
sion trusts and the mutual funds have 
all taken a cut out of NYSE volume, 
too. Expanded “legal lists” have helped 
volume “because they give us that big 
reservoir of funds to tap.” Says one 
trader: “Sure they're a big factor, but 
they don’t generate of lot of turnover. 
They go after the blue chip stuff. They 
don’t fool around.” Hot for the “good 
stuff,” they frequently get to new issues 
first, bypass the underwriters. And the 
mutuals, growing at a hair-raising clip, 
do some of their own selling through 
company dealers and salesmen, siphon 
commissions out of the canyon, too. It 
was partly because of the mutuals’ ap- 
peal that member firms recently voted 
down a proposal to jack up commis- 
sions. Conviction: “When business is 
bad, it’s no time to raise prices. It’s time 
to work harder.” 

In working harder, Wall Streeters 
are waiting out more than just a drop 
in capital gains taxes. Whittled corpo- 
rate taxes might mean less debt financ- 
ing, more equity flotations. Between 
1946 and 1952 long-term debt financ- 
ing amounted to 3% times the $11 bil- 
lion chalked up by new stock issues. 
Taxes helped accelerate the trend. In- 
terest charges come off before Internal 
Revenue gets its cut, common divi- 
dends after. 

Although brokers have been crying 
poor mouth, their “starvation diet” has 
yet to cause any apparent malnutrition. 
Bigger houses claim it takes a 1,200,- 
000-share day “to pay us for opening 
the front door,” but few are strictly 
commission houses. They traffic in com- 
modities, in mutuals, in tax exempts: 
“We try to have as many strings to our 
bow as we can. When underwriting or 
the commission business goes sour, we 
have other things to lean on.” And, 
according to one trader, “there’s tre- 
mendous leverage in the commission 
business. We work in the red, but make 
our money for the year in a very short 
period. Things are bad, but sometimes 
we make so much money were 
ashamed of ourselves.” 

Despite sinking turnover NYSE 
member firms have multiplied in the 
last three years: from 600 in 1950 to 
620 in 1951, 680 last year. Brokers, 
like Rufous Hornbill, may have seen 
the last of any speculative flying, but 
have no worries about where their next 
meal is coming from. 
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got that...?” 


... gives her such a fast getaway at 
five p.m., while you are still wet 
nursing stamps and envelopes? 

... Just a postage meter, sister! 


@ Now any office can afford the little 
DM, desk model meter... which does 
away with old fashioned stamps, licking, 
sticking, and the stamp box. 

@ It prints postage, any amount 

needed for any kind of mail, right on 
the envelope... with your own small ad, 
if you like. Supplies parcel postage on 
special tape. And has a moistener for 
sealing envelope flaps. 

@ The DM can be set for as much 
postage as you want to buy. . . protects 

it from loss, or spoilage, and 
automatically accounts for it. A time 
and postage saver, too! 

@ Other models, hand and electric, for 
larger firms. Ask the nearest PB office 
to show you. Or send the coupon. 


FREE: Handy wall chart of Postal Rates, 
with parcel post map and zone finder. 
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“With all thy getting, get understanding” 


FACT AND COMMENT 





TRAVEL FACTS, IMPRESSIONS 


Maine—Winter travel to far-south Florida and summer 
visits to far-north Maine drive home many differences be- 
sides their geographical locations. In Florida, visitors are 
received enthusiastically, served with cordiality, often effer- 
vescently. Mainers do not radiate effusiveness or even warm 
cordiality. They exude the impression that they respect 
themselves more than they respect you, that they are 
possessed—not to say obsessed—with the idea that they 
are a superior breed, that they cater to you only because of 
necessity to earn money. 

Also, and not without reason, they are proud, very proud, 
of their State, regard it as second to none and as “first” 
in many ways. 

For example, they revel in their 2,465 lakes, their 5,000+ 
rivers, their 1,300 wooded islands, many of them very 
beautiful. 

Then, their State produces 95% of America’s sardine 
pack; provides 90% of our national lobster catch (and they 
are lobsters of exquisite deliciousness); also 75% of the 
country’s soft shell clams, very toothsome; too, Maine sup- 
plies three-fourths of the nation’s blueberries and packs 
no less than 90% of this tasty fruit. 

Maine claims that its Aroostook potatoes are unrivalled 
in quality and volume. 

You will perhaps be surprised to learn that one of its 
innumerable mountains (Cadillac) is the highest seacoast 
point between Brazil and Canada. It boasts ten mountains 
over 4,000 feet. 

Millions and millions of short-length logs are floated 
down rivers for pulp and paper mills, including those of 
the towering Brown Company. Paper manufacturing is a 
very important Maine industry, employs many, many 
thousands in felling the trees and saw-cutting them into 
short lengths. Fishing and hunting guides devote off sea- 
sons to working in the woods. 

Regrettably, I must report that today summer fishing in 
Maine is not what it used to be years ago. The State 
strives heroically to stock its myriads of waters annually. 
But since automobiles have become as common as dimes, 
almost every accessible lake and stream furnishes only dis- 
appointing catches during the popular vacation season. 
Incidentally, the charge for hiring a boat and guide has 
doubled; now costs $20 a day. 

This, however, has not discouraged or diminished the 
enormous influx of summer visitors. Two years ago $150,- 
000,000 was bagged. This year the crop has flourished 
richly. 

One dumbfounding eye-opener to me: the infinite multi- 
plicity of motels, with which I had my first experience. I 
can understand their popularity. Whereas New England, 
like England, boasts of the age of many of its inns, owners 
of this lusty new industry, spawned by our automotive 
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age, vigorously advertise their brand-newness. Those that 
I and my two traveling companions, a doctor and his wife, 
hit upon had comfortable, attractive accommodations. 

I had always assumed that motel charges were low. We 
were charged $14 for one cabin for three going north, $16 
coming south. Little wonder motels are multiplying every- 
where amazingly! One advantage of using such accommo- 
dations is that you emancipate yourself from the nuisance 
of tipping, tipping, tipping. When you stay at any kind 
of a hotel you are plagued with the problem of tipping, of 
worrying to make sure that you do not overlook anyone. 
When you arrive at a motel—provided, which was unusual, 
there were any vacancies—you are ushered to your cubicle, 
usually by the proprietor, pay up, leave next morning with- 
out being approached by any of the help. 

I noted that when we drove up to one motel and were 
told we could have accommodations, the owner very osten- 
tatiously wrote our car number in a notebook. Later, I 
read this notice in the cabin: “We have recorded your 
automobile license number. We have an inventory of every- 
thing in your room. If anything is missing when you leave, 
we will immediately notify the State Police and have 
you arrested.” 

We were not arrested! 


ROAD CONSTRUCTION BOOMING 


The automotive industry, as well as motorists, are appre- 
hensive over increasing traffic congestion. Well, I learned 
that in Maine, construction, shorter or longer, is at this 
moment proceeding on 70 roads! One highway we used 
in Maine was being doubled in width for, it seemed to me, 
much more than a hundred miles. If other states are spend- 
ing half as much on road building, the future should hold 
few terrors for motorists—at least outside of cities. New 
York City may have been afflicted by lamentably short 
sighted civic government, but, thanks to the Park Depatt- 
ment’s Robert Moses, invaluable highway improvements 
have been and are being made, including the approaches 
to both ends of the incomparable George Washington 
Bridge. 

I have returned from my travels hopeful over the future 
of America, impressed by the ingenuity and progressive 
spirit of its people, infinitely glad to be an American citizen. 

* 
Lose hope and you are hopeless. 
* 


GREAT MERCHANTS HONORED 


Happily, an effective movement has been instituted t0 
honor the memory of America’s greatest merchants. Chi- 
cago’s mammoth Merchandise Mart has founded a Hall 
of Fame for them. The first to be immortalized are Mar 
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shall Field, Frank W. Woolworth, John Wanamaker, George 
Huntington Hartford. (The last-named founded the Great 
Atlantic & Pacific Tea Company, now the towering national 
A. & P. food chain which has cooperated and contributed 
to enabling the American housewife to provide a better 
table for her family.) 

Although admittedly money-making has been the dom- 
inating objective of most of our Napoleonic merchants, 
manufacturers, other businessmen, the services of many of 
them have contributed to improving our standards of liv- 
ing, to enhancing the life of millions of ordinary house- 
holds. They have proved themselves genuine patriots, have 
earned a place among the nation’s illustrious, 

This new Hall of Fame should, doubtless will, grow and 
grow. The four originals now enshrined could be appro- 
priately joined by a number of others who have achieved 
conspicuously, to say nothing of men destined to make their 
mark tomorrow and tomorrow. Immediately spring to mind 
the architects of such mercantile marvels as Gimbel’s and 
Macy’s, headquartered in New York; Neiman-Marcus, in 
Dallas; Hess, in Allentown, Pa.; Filene’s, in Boston; Bur- 
dine’s, in Miami; Bullock’s, in Los Angeles; Kaufmann’s, in 
Pittsburgh; Famous-Barr, in St. Louis; G. Fox, in Hartford, 
Conn.; Hudson, in Detroit; Meir & Frank, in Portland; 
Rich’s, in Atlanta; Hecht’s, in Washington, D. C.; F. & R. 
Lazarus, in Columbus; Ayres, in Indianapolis; Dayton Co., 
in Minneapolis; D. H. Holmes, in New Orleans; Kerr Dry 
Goods in Oklahoma City; Halle Bros., in Cleveland, etc. 

Napoleon derisively referred to Britain as “a nation of 
shopkeepers.” American chain and other mercantile Goliaths 
have established more shops throughout the world than 
have the men of any other nation. We do well to recog- 
nize and honor them. 


COLOSSAL AMERICAN TOBACCO 


“Tall oaks from little acorns grow.” 

The American Tobacco Company has had the largest 
sales in the industry for many years. In 1952, they reached 
$1,065,738,454, the first time any tobacco concern’s sales 
exceeded a billion dollars. 

Vividly rushes to my mind the time, well over 30 years 
ago, when I wrote the life-story of James B. Duke, whose 
father, Washington 
Duke, sent out his sons 
to peddle tobacco grown 
on the family farm, near 
Durham, N. C. James B. became the Hercules of the 
world’s tobacco business, both in the United States and 
in Europe. 

After the overpowering James Buchanan Duke came the 
Hills, father and son, the latter, George Washington Hill, 
an extraordinary, somewhat eccentric, dynamic business 
giant. More recently, the mammoth company was piloted, 
successiully, by Vincent Riggio, and now, conspicuously 
by Paul M. Hahn, 

American Tobacco’s dollar sales increased by no less 
than 245 per cent between 1940 and 1952, inclusive, well 
over the 185 per cent gain by the other four principal 
tobacco concerns. 

Imagine this: the company manufactures more than half- 
a-billion cigarettes every day! 

The company produces three out of the seven most 
Popular cigarette brands—Lucky Strike, Pall Mall and 
Herbert Tareyton; three prominent cigar brands — La 





FABULOUS ENTERPRISES 
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ROBERT A. TAFT 


Countless words in countless publications throughout the 
land have been written in tribute to Robert A. Taft. ForBEs 
has waited until the first great shock and emotional reac- 
tion to his death has passed to make its own comments. 

We were ofttimes critical of his views toward foreign 
affairs, the part this country should play in leading the free 
nations of the world. We were far more often in staunch 
agreement with the policies he proposed as “Mr. Republi- 
can” in Washington. But despite differences of views on 
specific issues—sometimes harshly expressed by the Senator 
and his critics in the heat of debate—only cranks or com- 
munists questioned Taft’s integrity, solidity, intelligence. 

His fearless frankness, and his deep understanding of the 
importance of the two-party system to the successful func- 
tioning of our democracy, never swerved. His refusal to 
resort to the politically expedient was uncompromising, 
almost unique; adherence to that principle is easier when 
one has no ambitions, but Senator Taft wanted to be Pres- 
ident. 

In trying to understand his preeminent influence with his 
colleagues, a group of men not easily moved or led by an- 
other, two qualities stand out. First, he made it his business 
to be exhaustively informed on the specifics of legislation 
before the Senate. He knew what he was talking about— 
often unusual for men in politics. Secondly, this matter of 
personal integrity; most men are honest, many have cour- 
age, many are intelligent, a large number industrious, but 
very few with political ambitions resist the pressures to be 
“careful,” compromise, or stand aside at awkward moments. 

In one sense, the pedestal on which the late Senator Taft 
has been placed by Americans of all beliefs speaks well for 
our political state of health. In the rough-and-tumble and 
bitter rivalries of politics, Taft emerged as one of the most 
influential men of our times, not by political “glamor,” but 
by thoroughness, intelligence, frankness, integrity. All Amer- 
icans can take inspiration not only from his life and his 
successes, but from the fact that these were achieved by 
steadfast application of such “old fashioned” virtues. 

—Ma coin §S. ForBEs. 





Corona, Antonio y Cleopatra and Roi-Tan; and two popular 
smoking tobaccos—Half & Half and Bull Durham. . 

Last year the company paid out the enormous sum of 
$575,089,000 for revenue stamps and taxes. 

It has regularly paid dividends on its preferred and 
common stocks ever since the company, in its present 
form, was established almost 50 years ago. There are 
75,000 common and over 8,000 preferred stockowners. 

As in the case of most of America’s foremost business 
entities, American Tobacco pioneered among the top to- 
bacco manufacturers in establishing a comprehensive re- 
search program. Its research laboratory was the first of its 
kind in the world, devoted exclusively to tobacco research. 

With its affiliated companies, it maintains almost 20,000 
full-time employees in this country. 

Assets at the beginning of this year: $783,154,000. 

Although American Tobacco, like other leading manu- 
facturers, spends many millions for advertising, the bill 
represents only about one-third of a cent per package of 
20 cigarettes. 

As with Standard Oil of New Jersey, American Tobacco 
has confined its (17) directors to active executives of the 
company devoting their entire time to its management. 
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ELECTRICS’ CAKE 


SOME 65 YEARS ago a Michigan editor 
scratched out a thinkpiece by flickering 
gas light. His point: “Electricity is de- 
veloped . . . by waste and disturbances 
of atoms . . . which is . . . expensive 
. .. the great mass of people will never 
use this costly illuminator to banish 
darkness from their humble dwellings.” 
By now his prophecy has been ade- 
quately disproved not only for utilities 
but for biggest generator and turbine 
suppliers, General Electric and West- 
inghouse. 

For GE, at around 72, investors are 
currently shelling out 18.6 times earn- 
ings (vs. 10.4 times for Westinghouse 
at 44). In part, this is a tribute to GE 
size (assets: $1.6 billion vs. $1.2 bil- 
lion for Westinghouse). GE probably 
sells more “heavy” electrical items than 
its Pittsburgh competitor. How much 
more depends on which mammoth 
is talking. Says one Westinghouser: 
“We've got the lead in transformers 
and in the heavy stuff we're only 
slightly behind GE.” Rebuts GE: 
“We've got more than half the utility 
market, well ahead of Westinghouse.” 

In consumer markets, GE has more 
than a “slight” lead. Appliances take 
in about 23% of gross for each. And 
for both, refrigerators loom largest 
saleswise. At GE they probably count 
for more than half of consumer sales. 
More heavily marketed than other ap- 
pliance outlets, “iceboxes” last year 
were still the biggest of the big ticket 
item—about 35% of all household units 
sold. They showed washers (27%) 
and all other units (including ranges, 
ironers, dryers, dishwashers) a clean 
pair of heels. 

Some white goods men think GE 
and General Motors (Frigidaire) are 
“nip and tuck” for the top spot in re- 
frigerator hunters’ affections. In wash- 
ing machines Westinghouse claims 


most of the suds. Whatever their rela- 
tive trade positions, at the six-months 
mark both electrics posted records. GE 





KELVINATOR REFRIGERATOR: 
big item in electric’s present 


gained most. Its sales jumped to $1.5 
billion (up 33%), net to $75.4 million 
(up 32%). Westinghouse sales were up 
14.5% to $780.4 million, net up 13% to 
$35.6 million. 

GE and its big rival dove into ap- 
pliances with the happy thought that 
they would boost electric demands 
which in turn would increase equipment 
demands, mean more money all around. 
Traditionally, their equipment sales to 
utilities are more stable. In every year 
since century's turn save 1934, U. S. 
power makers have boosted capacity. 
Taking his cue from bullish kilowatters 
(who expect 1952’s 83,400,000 kilo- 
watt capacity to double by 1965), GE 
president Ralph Cordiner last year told 
owners “as much electrical generating 
equipment will be built, sold and in- 
stalled” in the next decade “as in the 
past 75 years.” 

Both electrics see plenty of growth 
glamor in such appliances as room cool- 
ers, ironers and dishwashers, but con- 
sumer durables are mercurial as the 
girl with the curl. Most quicksilverish 
of all: TV. Moans one set maker: “You 
can’t tell what’s going to happen 48 
hours ahead.” This problem has yet to 
worry the Big Two very much. In pro- 
portion to their size, neither has sewed 
up much of the market. Industry esti- 
mates of the top ten video vendors put 
Westinghouse eighth on the list, just 
in front of Sylvania and/or Raytheon. 
GE is ranked fifth. Why haven’t GE 
and Westinghouse whistled up more of 
a market breeze? Westinghouse “de- 
fense contracts have absorbed our pro- 
duction space,” but all set makers have 
met the same problem. GE says noth- 
ing, except that it’s not hot after a 
bigger video share. 

Westinghouse is flexing market mus- 
cles too. Its Metuchen, N. J. plant will 
soon shuck off defense billings in favor 
of TV, may “treble” total output. To 
move more sets (and other consumer 
items) Westinghouse has “hardened its 
sell.” This year’s advertising and pro- 
motion will swell to $20 million (vs. 
last year’s $18 million). GE also aims 
to keep sales traction despite “soft” 
markets. Still abuilding at Louisville, 
Ky. is $200 million Appliance Park. 
Production of all wife-savers will be 
shifted there. Advantage: low freight. 

Westinghouse is off on a centralized 
production kick too. Profitswise it has 
more to gain. Its 12% pretax margin 
over 1948-53 is slightly under GE’s 
14.5%. WX stockholders have room for 





* Behind RCA, Philco, Admiral and Mo- 
torola but ahead of Emerson, Zenith and 
Crosley. 
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expansion too. Ranked by debt and 
preferred issues, common over the dep. 
ade has got only 43% of earnings ¢, 
60% for GE. Strongly entrenched jp 
consumer markets, both seem sure to 
be paying out for a long time to com 
at least as long as it isn’t “too exp 

sive to banish darkness from .. . hum- 
ble dwellings.” xg 


ELLIOTT’S PIE 


THE BIG ELECTRICS (see above) ma 
be girding for sharper competition iat 
smaller $44.5 million Elliott Co, has 
already felt its sting. It runs full 
into GE and Westinghouse in s@ 
generating equipment and or 
Allis-Chalmers and Worthington ip 
steam equipment; and a host of smaller 
operators in specialties like tur 

ers. Ruminating over half-time figures 
last month (sales backed off from $22 
to $21.3 million, net to $1.3 from $18 
million) treasurer M. G. Shevchik was 
“not pessimistic,” blamed a smaller pie 
for his fiscal woes. Complaint: “There 
are just more companies with more 
facilities around and everybody’s trying 
to keep busy.” 

Shevchik thinks electric utilities, 
which swallow about 15% of output, 
will keep on humming. He is more con- 
cerned about other markets (chemicals, 
oils) among which Elliott sales fire is 
scattered. Hope: “If this Korean thing 
is cleaned up we'll see some building 
that people have had to postpone.” 
Almost 20% of Elliott revenue comes 
from Government agencies (Rural 
Electrification, for instance) and, in 
developing its own market niche, ECO 
has shied from the big generators (30,- 
000 kilowatts) favored by GE and 
Westinghouse. But by sticking to its 
own market last, Elliott has hamm 
out better pretax profits (average: 18% 
over the last ten years) than either big 
electric. 

In specialties, says treasurer Shev- 
chik, the squeeze is on: “More com- 
petitors are coming in and apparently 
they're willing to break even to get 
themselves a share of the market. 
Solution: “To get our costs down even 
lower and that’s what we're doing.” 





SYLVANIA TRANSISTOR: ae 
big item in electric’s futus 


Forbes 






















ee Se EE hE CU 















ooo om CS Wwearn = S&S wv oer oO es 





Cr 





—_—_— 
~ ; 


3a ca wD 





Rao Oo”, VS ea 















MACHINERY 


















































OTIS’ PETERSEN (CENTER): what goes up must come down 


OTIS’ ROMANCE 

Last DECEMBER, when Saratoga 
Springs’ Grand Union Hotel was razed, 
Otis Elevator Company took back its 
elevator. Installed May 20, 1875, it had 
never been painted or even touched up 
in 78 years. 

The same was true of conservative 
Otis Elevator itself, until this year’s 
centennial celebration. From __ their 
musty headquarters in Manhattan’s 
dingy West Side dock area, President 
Leroy Petersen and his crew are spend- 
ing $250,000 on ads, brochures, histori- 
cal movies. The reason is simple. Al- 
though 23,000,000,000 passengers will 
ride its elevators 550,000,000 miles this 
year, Otis’ share of the new-hoist mar- 
ket is going down (see chart). 

It was Elisha Graves Otis who first 
cashed in on up-down travel. In 1852, 
the bewhiskered mechanic built an ele- 
vator with an automatic safety device. 
Next year, about to join the California 
gold rush, Otis got an unsolicited order 
for two elevators. 

Along with New York’s skyscrapers 
(Otis cars ply nine of the city’s ten 
tallest), Otis went up in the ’20s. One 
share, which cost $111 in 1920, hoisted 
to $2,135 in 1929, to $670 in 1958. 
During the depressed ’30s, Otis helped 
buttress the elevator market by licens- 
ing 30 competitors to use its push but- 
ton controls. And during War II, $200 
million in war work kept the com- 
Pany going while building stopped. 

Although Westinghouse and small, 
Price-cutting competitors have  de- 
crease| Otis’ share of the market (see 
chart), President Petersen still gets top 
Prices for his merchandise. Says one 
Competitor: “The business of the indus- 
tty is done at the Otis price or less.” 
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Soft-spoken Petersen, a Wisconsin Phi 
Beta Kappa, claims his 100-year repu- 
tation is the big reason many Otis con- 
tracts are “marked preference” (i.e., 
Otis is not low bidder). Also important 
is his growing service business, cover- 
ing 50% of all Otis installations. 

The biggest rival, Westinghouse, got 
into elevators by acquisition, stayed in. 
An electrical supplier to Kestner Hecht 
of Chicago, Westinghouse took the firm 
over in ’26. After buying Norton-Blair- 
Douglass, Spencer and Consolidated 
Steel, Westinghouse bolstered lift busi- 
ness by buying reputable A. B. See of 
New York. 

With about 20% of the elevator busi- 
ness, Westinghouse seems better able 
to fend off competition from the small 
jobber-mechanic. Petersen claims his 
company would rather lose a job than 


NUMBER 
OF ELEVATORS 


cut profit margin too much. Hence Otis 
lost contracts to 201 companies in 1952, 

14 more than in the year previous. 

Petersen jokingly calls the small outfits 

that bid low, buy and assemble equip- 

ment, “mosquitos.” They draw more of 

his blood than Westinghouse’s. 

In 1890 Elisha Otis’ son Charles de- 
scribed his business as “one of the most 
variable and uncertain . . . of any in 
existence.” However, Petersen believes 
this has changed, that his company is 
somewhat more depression-proof. Rea- 
son: servicing existing elevators accounts 
for as much revenue as new-equipment 
sales. Not that he is ignoring new busi- 
ness: his promoters are touring the big 
cities with an “autotronic” system which 
eliminates all hired operators. And his 
defense billings will run over $20 mil- 
lion through 1954. 

Abroad, Otis elevators are sold 
through 16 associated companies, plus 
agencies. The total network bills about 
$40 million a year, which in 1953 
yielded $1.7 million to Otis net. (Do- 
mestic revenue in ’53 amounted to $99 
million and netted $8.2 million.) 

This year, Otis looks for sales to go 
up. Early in August, salesmen landed 
the biggest Otis contract in Truman- 
dollar history: $3 million for 30 lifts in 
in Chicago’s new Prudential building. 

But most of Otis’ romance seems to 
lie in the past. Although its express 
elevators rise twice as fast as most heli- 
copters (1,400 feet per minute), Otis’ 
common finds it difficult to get much 
above 40. Westinghouse has “selecto- 
matic” elevators which differ little from 
Otis’ “autotronics,” has fattened its mar- 
ket wedge from 17% to 22% since 1946. 
During the seven years Otis’ share has 
shrunk 45% to 35%, although it’s over 
40% for 1953’s first half. But the num- 
ber of manufacturers and jobbers (now 
50 and 150, respectively) is increasing 

and taking over more of the market. 
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BIG STORES, BIG PROFITS? 


FoR THE major department stores 
linked in chains, 1952 profits varied as 
much as the size of their main and 
branch outlets. But the National Indus- 
trial Conference Board reported last 
month that the sum total of their 
efforts was taking a declining share of 
the consumer’s dollar. From 1945's 
8.3%, department stores’ receipts 
amounted to 6.8% last year, 6% in the 
first quarter of 1953. Someone was suf- 
fering—and it wasn’t the big outlet. 
Comparison of store size and net 
profits for last year (see table) indi- 
cates that the big units, with the most 
goods on the counters, attracted the 
volume patronage necessary to low-cost 


operations. Three exceptions mar the 
evidence—but these, interestingly, are 
Sears, Ward and Penney, for whom 
sheer number of outlets has long offered 
(1) national rather than sectional 
popularity, (2) closer margins based 
on buying volume, and (3) mass 
systemization. 

But among shorter chains, May Com- 
pany pulled total sales almost identical 
to Federated’s, yet managed 0.6% better 
return in net with three fewer stores 
compiling a $2 million higher average 
volume. Similarly, Associated Dry 
Goods rang up more sales per unit 
than Hecht, distilled better profits. 
Spiegel spread chain operations thin- 
nest, culled the weakest net income. 








CHAIN RATTLINGS, 1952 


ma $ Millions ——__,, Net 


Number Sales Net Income _ Sales Income 
Retail from from per per $1 
Stores Stores Stores Store of Sales 
DEPARTMENT STORE CHAINS 
3, Gi Deter lsc.i2. 1,632 $1,079.38 $37.17 $0.66 3.4c 
Sears Roebuck® ...... 684 2,199.2 82.68 8.22 3.8c 
Montgomery Ward® ... 605 759.5 31.91 126 4.2c 
Spiegel® ............. 146 51.1 .60 35 1.2¢c 
Fy Re 72 5018 12.14 697 2.4c 
peti Ty SRE 70 128.6 8.46 184 2.7c 
OA Ne late a Ma 37 232.4 422 628 1.8c 
Mind Soest Dhente <¢.0. 25 4475 16.16 17.90 3.6c 
a ES 23 8318 5.56 1443 Lc 
Associated Dry Goods. . 16 158.5 4.53 9.91 2.9c 
Gimbel Brothers ...... 14 291.7 4.78 2084 1.6c 
ita is Felis 2 18 122.9 3.03 9.45 2.5c 
Marshall Field ....... 6 225.6 5.62 $7.60 2.5c 
VARIETY STORE (“5 & 10”) CHAINS 
F. W. Woolworth..... 1,960 $712.7 $31.53 $0.86 4.4c 
SB. B. Keates s.0..0s. 695 326.4 14.15 AT 4.3c 
en 491 283.2 7.57 58 2%7c 
Bie: Beeebdiey: .;'.<.. 477 166.3 542 85 8.8 
G. C. Murphy........ 295 184.1 7.27 62 3.9c 
2 gf a 3 261 176.2 9.14 68 65.2c 
FOOD STORE CHAINS 
Great Atl. & Pacific Tea 4,583  $8,755.7 $29.20 $0.82 0.8c 
Sine tiene. 3s 2,050 1,689.1 7.88 80 4c 
“I Me 1,891 1,051.8 11.87 56 = 1.le 
Aitiidemn Gis thead 1,200 542.0 5.08 42 9 
First National Stores... 847 494.5 6.74 50 1.6c 
iden ;.....-.. 7050 405.20 3.72 BSBCM 
Grand Union® ........ 304 165.7 1.56 54 9c 
ial Site Ghia” 161 293.0 450 182 1.5¢ 
Sowell Tide. 6. ke ees 160 147.1 2.05 92 1.4c 


” © Enclndes estimated results from retail stores only. 


NOTE: Figures are for company fiscal year 1952 in each case. All approximate 
calendar 1952 with exception of R. H. Macy whose year ended July 31, 1952. 








16 


i, 7 





a 


S. H. KRESS: 
you know, I know rent means dough 


Apart from the three biggies, only 
Macy and Gimbel (with their bitter 
New York markdown wars) among the 
top six in per-store volume failed to 
place in the top half on profits. 


NICKEL, QUARTER, DOLLAR 


At 90 rIPE YEARS of age, Samuel Henry 
Kress no longer makes it to his Fifth 
Avenue office every morning. But the 
gray, bachelor chairman of the Kress 
Five & Dime empire still heads up its 
board, sees to it that an old formula re- 
mains virtually unchanged for Dixie’ 
biggest (and the country’s fourth-larg- 
est) variety store chain. While the 
Woolworths and Kresges have departed 
from the dime store idea with price tags 
over $100, Kress managers ring up 
little business over $2.98, keep the bulk 


of customers’ purchases in the nickel, § 


quarter, dollar class. 


Ironically, most Kress red-fronted | 


shops do a bigger volume than their 
Main Street competitors, run up variety 
selling’s highest per-outlet figure (se 
table). Main reason is a negative one: 
since War II other chains have at 
cented smalltown, middle-sized units, 
tearing down old stores and switching 
locations pellmell. Kress piled expat 
sion capital into going outlets, built 
many of them to three and four story 
height to rank in stature with some 
downtown department stores. This has 
helped keep operational and distribu- 
tive costs below par, has given Kress @ 
further advantage: 

Most dime store chains own little 
of their property, lease even newly- 
shops from outsiders. Kress treasule! 
Charles Funk reveals his better post 
tion: 60% of locations are Kress 0 
many of them built a long time ago # 
pre-inflationary costs; 38% are | 
from contractors who bought and 


Forbes 
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SBRSBESFaPORSSES 


on Kress contracts; only 7% are rented 
from outright strangers. The number 
subject to renewal leases is “much less 
proportionately than Woolworth, Grant 
or most of the others can boast,” says 
Funk. These cost-savers bring Kress the 
highest return in net per sales dollar. 
This year Kress is adding no stores, is 
slipping a mite saleswise. Volume de- 
creased 2.5% in the first six months 
despite a 3.2% June gain. Even mighty 
Woolworth needed a big June to 
squeak 0.2% over 1952’s first half. 


FOOD FAIR’S FOOTAGE 

Wuite, ribbed towers shoot 50 feet 
skyward from each of 161 ultra-modern 
grocery emporia in six Atlantic states. 
They highlight a maxim for food chain 
operators that needs no proof: with 
other factors equal, the bigger the 
stores the bigger the profits. Fabulously 
grown Food Fair Stores (see ForsEs, 
Oct. 1, 1951, p. 26) last year rang up 
sales-per-store double the next ranking 
string and three times most of the 
others. In doing so, Prexy George 
Friedland cashed net income of 1.6% 
on volume, second only to New Eng- 
land’s First National (see table). 

But big outlet size is not the whole 
story when other factors are not equal. 
First National’s chain is only 50% self- 
service equipped (an indicator of unit 
smallness), but over half its 847 shops 
are in compact Massachusetts, the 
others close by. Jewel Tea has second 
largest stores, third highest profits, 
operates almost entirely around Chi- 
cago. But A & P and Safeway, after 
dropping many little units, still sprawl 
from east to west with distribution 
costs hacking hard at earnings. Food 
Fair's range is a tight one from New 
York to Baltimore, with 19 other units 
pinpointed on Florida’s southeast coast. 

Louis Stein, newly-named presi- 
dent, believes added expenses accruing 
from growth will take care of them- 
selves if the expansion, like the Allies’ 
War II push across France, is geo- 
graphically gradual. With 43% of last 
year’s grocery business done by super- 
markets, the trend in food retailing has 
played into Friedland’s hands. Since it 
opened Store No. 1 (“The Giant,” 
Harrisburg, Pa.) 20 years ago, Food 
Fair has never owned anything but self- 
service markets, Other, older chains 
are shackled with small-volume units. 
Fronting every new super with ceiling- 
high ylass, Friedland has gone in for 

a lot of lighting, a lot of parking 
space, and plenty of food items to 
choose from.” Evidence of their sprawl 
is Food Fair footage: 90% of outlets 
cover more than 12,000 square feet. 
All of the 15 going up this year will 
tun between 15,000 and 20,000—big 
cracker barrels for the profitable chain. 
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MOVIES 








REELING ON 


Propucer Stanley Kramer last month 
scourged his movie making colleagues 
for having “the worst public relations 
in industry.” Even as he spoke, an all- 
star cast of Washington lobbyists 
thought they had buttonholed legisla- 
tors into suspension of movie theaters’ 
20% admission tax. One lawmaker, 
stirred by exhibitors’ pleas, thumped 
“They've got a special problem—tele- 
vision—and deserve special treatment.” 
A bill to kill the levy was voice-voted 
on to Ike Eisenhower who promptly 
vetoed it. Reason: “We cannot afford 
the loss of revenue involved . . . it is 
unfair to single out one industry for 
relief at this time.” 

Helping the bill as far as it got was 
a tear-jerker by Loew's production 
chief Dore Schary, playing up the levy’s 
effect on poverty-struck exhibitors. 
Laughed one lawmaker: “It was no 
‘Gone with the Wind’ but effective.” 

For “marginal” houses, especially 
hard hit by video’s stay-at-home influ- 
ence, what amounted to a 20% boost in 
gross might have been the difference 
between reeling on or shuttering shop. 
Distributors would have benefited, too. 
Most film rentals are pegged at a pet- 
centage of exhibitors’ gross. With the 
Federals no longer skimming 20% “off 
the top” their take would have picked 
up. But like Brooklyn, chastened movie 
makers will have to wait ’til next year. 
The bill will be bucked back to Con- 
gress “early in 1954,” said Ike, and 
offered moviedom a glimmer of hope: 
“Relief could be given at that time.” 


3D TO THE DEATH 


First major studio to hit Broadway 
with a_ three-dimensional opus was 
Warner Brothers. Its three-ply chiller, 
“House of Wax” was directed by one- 
eyed Andre de Toth, who cannot per- 
ceive depth (“Beethoven couldn’t hear 
music either, could he?”). But the War- 
ners can, at least the kind scratched 
out by coin on box office marble. And 
in hopes of making it crescendo last 
month, the Brothers took the wraps off 
their 8D projection apparatus. Billed as 
a “magnificent new sensation” in a two- 
page Variety ad, Warners’ SuperScope 
is much like Twentieth Century's 
CinemaScope unveiled six months ago. 

In the same issue of Variety Twen- 
tieth sales chief Al Lichtman told ex- 
hibitors: “Nothing you have ever seen 
compares with CinemaScope, nothing 
you have ever seen holds greater prom- 
ise... .” And President Spyros Skouras 
told newsmen he was “absolutely de- 
lighted” at the Warner move, beamed 
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“It’s the greatest victory for us.” His 
“delight” will dissolve as quickly as a 
Breen-office-approved bedroom scene if 
Warners’ competition costs him money. 
And it may. 

Both systems are keyed to the same 
type lens; neither requires viewers to 
don glasses. Prime difference is in pro- 
jection screens. Warners’ is 2.66 times 
as wide as it is high. Until recently 
Twentieth sported the same “aspect 
ratio,” then switched to 2.55. Warners’ 
SuperScope beams on a conventionally- 
surfaced screen (cost $1.40 a square 
foot). Fox “urges” exhibitors to buy up 
its “Miracle Mirror” job (at $3 a square 
foot), insists that on it alone will 
CinemaScope adequately reproduce. 
The two have also parted ways on lens 
merchandising. Twentieth plans to 
peddle its Bausch & Lomb prisms at 
about $2,800 a pair. Warners’ Zeiss 
Opton lenses go at “nominal rental.” 

Equipment profits, once thumped as 
“potentially enormous,” were put in a 
different perspective by President 
Spyros Skouras last month. He told 
newsmen they won’t be so high as orig- 
inally anticipated. Yet to come up for 
revision is the number of theater op- 
erators who have signed on for Cin- 
emaScope. In the latter part of June 
the figure was pegged at “more than 
4,000.” In late July it was still “more 
than 4,000,” though CinemaScope has 
been accorded “unprecedented and 
unanimous acclaim by exhibitors.” 

From independent producers, Cin- 
emaScope has got little encourage- 
ment. Twentieth is willing to “license” 
them to use its lens at the cost of 
$25,000 per picture, thus far has found 
only four takers. Yet it was the inde- 
pendents who first blazed 8D trails. 
And though Twentieth wasn’t the fust- 
est, it got there with the mostest and 
hence was able to entice both Loew’s 
and Columbia into the CinemaScope 
fold. They, along with several smaller 
studios, are slated to grind out about 
18 CinemaScope flickers within the 
next year or so. This enhances Spyros 
Skouras’ exhibition position vis-d-vis 
Warners’ since it gives him more stand- 
ard 8D product to back up his own 19 
scheduled pictures. Like Warners, other 
majors (Paramount, Universal, RKO) 
are following their own 3D bents and 
what they will ultimately come up with 
is anybody’s guess. Exhibitors, lost in 
a jungle of different lenses, screens, 
sound systems and aspect ratios, are 
crying for standardization of some 
kind. Like the nine-year-old recently 
spotted in a theater lobby wearing two 
pairs of polaroid glasses, they expect 
4D to show up any day now. 
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BUDD GOLD 

For $168 million Budd Company, di- 
versification of the earnings base is a 
prime consideration. Tied securely to 
Detroit production—via body, chassis, 
wheel pacts with GM (Chevrolet), 
Chrysler (Chrysler, Dodge, DeSoto), 
Ford (cars and tractors), Fruehauf 
(stainless steel trailers), International 
Harvester, Studebaker and others— 
Budd enjoys a vast market spread, but 
must run hot and cold with the auto 
game itself. Budd’s postwar net has 
roller-coasted from a $4 million deficit 
in 1946 to a $18.4 million profit in 
1950. Still, the extensive blue chip cus- 
tomer list and better labor relations 
have maintained Budd’s margins a 
steady jump ahead of rival Briggs 
Manufacturing (see Forses, Aug. 1, 
chart, p. 15). 


When the late, august Edward G. 
Budd added a railroad car diversion to 
his Philadelphia base, Budd balance 
sheets indicated the new operation, far 
from stabilizing, had added more mer- 
cury to the old. But when successor 
Edward Jr. added a revolutionary rail 
diesel car (RDC) to the line in ’49, 
the tracked operation took on golden 
luster. First full year saw 21 test RDCs 
roll out; 1951 output climbed to 37; 
last year, steel shortages crimped pro- 
duction at 23. Budd’s first big RDC 
patron—the New York, New Haven & 
Hartford—turned 40 gleaming RDCs 
loose on dusty New England extremi- 
ties. Shouting the invention’s success, 
New Haven happily announced reacti- 


vation of several closed lines (one 
down for 28 years), reported cost sav- 
ings. An ambitious Budd ad campaign 
bleated facts (two 275 h.p. diesel en- 
gines, air-conditioning), told business 
readers: “If a railroad serves your com- 
munity, the day is not distant when you 
will ride in RDC.” 

Meanwhile, output of the standard- 
ized cars has taught Budd engineers 
some lessons in production economies. 
Budd can produce RDC for $150,000— 
and that is a minimum price on the 
regular, diesel-less cars. Some of the 
flashier, domed custom jobs run to 
twice as much. Treasurer George Lal- 
lou notes that high coach costs are hard 
to beat because of the individuality the 
rails demand, but figures “while not a 
railroad man myself” that heavy sched- 
ules of the neat RDC offer chances for 
cost prunings elsewhere. 

Budd entered the year with 198 
back orders for all kinds of railroad 
cars (entire 1952 output: 75). When 
rail volume is high, margins better even 
the Budd auto work. And volume, last 
year accounting for 5% of $297 million 
sales, was making up 9% of an increased 
total so far in 1958. Sales for the first 
half hit $185 million vs. $146 million, 
earnings $1.47 vs. $1.38. On that basis, 
rail cars grossed $16.7 million through 
June vs. $14.9 million through all of 
1952. 

Whipping out stainless coaches as 
fast as possible, Budd struck more gold 
last month. Canadian Pacific ordered 
18 kitchen-diners, 71 sleepers, 18 





diversification up to and including the kitchen sink 
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domed coaches, 18 domed sleeper-ob- 
servations, 30 regular coaches—at 4 
cost of $38 million. Deluged, Budd of 
ficials giddily announced deliveries 
could not begin before 1954, again 
filled newspaper quarter-pages with 
back-patting ads heralding the contract, 

Despite the backlog burden, Budd- 
man Lallou guesses no plans are afoot 
to expand the Philly coach capacity, 
Now busy stamping 115 stainless steel 
beauties for Santa Fe—in addition to 
hustled auto and defense work, and 
some profitable plowmaking for Dear- 
born (Ford) and Ferguson Tractor 
Budd looks for all the world like a lad 
splitting his britches. But two-year ex- 
pansion through last year has already 
cost $20 million, piled debt up to $30 
million. And Budd can not forget that 
autos and trains and defense all follow 
ups with downs. Nods Treasurer Lal- 
lou: “This business is pretty much fish- 
and-fowl.” 


BUD GOULD RATIONAL 

As Byron C. (“Bud”) Gould, head of 
$56 million Murray Corporation of 
America, pondered last year’s with- 
drawal of Ford’s $50 million body con- 
tract, he was not dismayed (see 
Forses, March 15, p. 22). Discounting 
a 69% earnings decline and 42% sales 
skid through fiscal 1952, Bud Gould 
decided from now on Murray would 
play the game close to the belt. He 
would skip large-volume contracts, and 
concentrate more on (1) small accounts 
with independents like Hudson, Willys, 
subcontractor Briggs and (2) the grow- 
ing Murray home appliances line, once 
sold by Montgomery Ward—a profit- 
ensuring sideline trailblazed and ree- 
ommended by Borg-Warner (Norge) 
and Briggs (Beautyware). 

With a calm, judicious eye Gould 
totted up sales at the nine-months’ mark 
this summer, found them up 23%, but 
earnings down again to $2.18 vs. $2.61. 
This despite inclusion of helpful, inte- 
grated Triplex Screw—the $4.2 million 
buy of last fall. Gould reckoned that 
automotive profits, padded by volume 
output but squashed by high labor and 
supply costs, were not getting any 
higher. But production from his small, 
rented Scranton kitchen goods plant 
was expanding, operations were house- 
wife-neat, margins were climbing. Bud 
Gould decided the time was ripe to 
tack a wing on the kitchen business. 

Last month he announced the $16 
million purchase of sink-building Eljer 
Company (out of Ford City, Pa.). For 
$7.21 a share, Gould gobbled most of 
Eljer’s 2,200,000 privately-held capital 
issues on a down payment of $5 mil- 
lion, balance in 6% years. With Eljer’s 
full plumbing and bathtub lines (not 
unlike the Briggs’ Beautyware setup, 
except the product is cast iron rather 


Forbes 


be 





- SA OO po mh 


— eweAm amma & Fr 





than stamped steel) and with Eljer’s 
1,000 dealers to help, Bud Gould rea- 
soned he could hit “an immediate sales 
volume rate of $150 million.” 

At the nine-month mark, Gould rev- 
enues were $75 million—a yearly rate 
of $100,000,000. 


BUDDING GOULD-NATIONAL 
Nor generally matched with auto 
equippers in industry rundowns, prob- 
ably because it supplies original equip- 
ment only to Hudson, young (since 
1928) $37 million Gould-National Bat- 
teries blossomed forth last month with 
a nectar-laden annual report. Albert H. 
Daggett, moustached 55-year-old prexy, 
reported his budding batterymates had 
accrued highest sales and pretax profits 
in history: $60.9 million (up 6.2%) and 
$7.4 million (up 7.5%), respectively. 
Earnings missed 1947’s top $9.38 (on 
many fewer shares) but exceeded last 
year’s $8.23 by 70c. This despite a skid 
in lead prices from 18c to 12c. 

Daggett makes storage batteries for 
replacement sales, industrial batteries 
for trains and defense. Four out of five 
cell boxes are retailed on a cost-plus 
basis by oil, rubber, distributive giants 
—the likes of Socony-Vacuum, Phillips 
66, Pure, Goodyear, Goodrich, U. S. 
Rubber, General Tire, Montgomery 
Ward, Western Auto Supply. Each af- 
fixes its own trade mark, i.e., Ward’s 
“Winter King,” Western’s “Wizard.” 
The rest of the auto sparkers are 
marketed as “Goulds” by independent 
jobbers. So Daggett watches not De- 
troit production so much as auto regis- 
trations; and the latter are zooming. 

With the lead price slump affecting 
batterymakers’ inventories, original 
equipment maker Electric Storage Bat- 
tery last year earned pretax profits of 
3.2% on $109 million sales. Cost-plus 
maker Gould rang up a thumping pre- 
tax 12.2%. For the twelve months 
through January (Gould’s fiscal year 
ended April 30), G-N earnings were 
but 86c off the $8.86 year-earlier pace; 
ESB’s at year-end December 31 
slumped from $4.06 to $2.48 (see 
Forses, June 15, p. 28). 

Prexy Daggett’s right combination of 
some of the world’s best retailers has 
also induced tremendous growth. Assets 
are six times 1941’s; ESB, whose for- 
tunes are built by automakers installing 
Exides in new cars, has not even 
doubled total assets over the same span. 
With working capital nearly half its 
total wealth, Daggett has asked own- 
ers to double the 500,000 outstanding 
common for management maneuver- 
ability. His dividend is in its fifth 
straight $3 year. Still, Wall Street pre- 
fers ESB at 12.9 times earnings, rele- 
gates booming Gould-National (near 
its high of 61%) to a price-earnings 
ratio of 6.4. 


September 1, 1933 








LABOR RELATIONS 


*““My door is always open” 


IF THERE Is a more naive and hack- 
neyed concept in labor relations than 
the so-called “Open Door” policy 
then this reporter hasn’t been doing 
his homework. In most cases, it is 
little more than an empty phrase, 
a cliché, a rationalization for a lack 
of imaginative employee relations. 
The notion that any employee is free 
to walk in on the “big boss” and air 
his grievances (with no retribution) 
is the kind of pap that may go over 
at a Rotary luncheon but just doesn’t 
work in the stratified social order of 
a factory or an office. Whenever a 
top management man tells you “my 
door is always open,” ask him how 
many employees have taken advan- 
tage of his largesse during the past 
six months. Then watch him furrow 
his brow, hem and haw, stutter and 
stammer and if he’s really honest, 
reveal that you can count the num- 
ber of visiting grievants on less than 
two fingers. 

At the Silver Bay industrial rela- 
tions conference Prof. Earl Brooks, 
Assistant Dean of the Industrial Re- 
lations School of Cornell University, 
rollicked his audience with this little 
story about a vice-president of a 
multi-plant organization who was 
telling some students about his open 
door policy. 

“If a worker with a grievance 
comes into my office,” he pontifi- 
cated, “and he is not satisfied with 
the deal I give him, why I buy him 
a ticket to New York where he can 
see the president of our company.” 
One of the students piped up and 
asked: “A one way ticket or a two 
way ticket?” 

The trouble with the “open door 
policy” is that many executives fool 
themselves into thinking that they've 
got a real operating procedure. The 
fact that no one ever uses it doesn’t 
seem to drive home the fact that 
maybe the workers don’t cotton to it. 

Why? There are many reasons. 
First is the matter of status. The 
Boss, no matter how democratic he 
may be, is still an inaccessible figure 
—in the employee’s mind. Second, 
the employee who takes his gripe all 
the way up to the top after having 
been turned down by lower echelons 
will be made to feel pretty uncom- 
fortable by his more immediate 
supervisors, once they find out he’s 
talked to the boss. 

There are many variants of the 



























open door pol- 
icy which some 
executives en- 
courage among 
their employees. 
One company 
president in a 
moment of ca- 
maraderie told his employees that if 
they were shy about using the open 
door, they should write him letters, 
and he would see to it “personally” 
that things would be taken care of. 
Since he started this innovation, he 
receives about five letters a day. 
He recently decided to analyze this 
policy and found the following: 

(1) Only one out of 20 deal with 
legitimate complaints. Most of them 
are the “squealer” type of com- 
munications—Joe Doakes was seen at 
a local bar the other night and he 
was in his cups, Susie is goimg out 
with the foreman who's a married 
man, the accountant must be steal- 
ing because he was seen driving 
around in a new Cadillac. 

(2) Four out of five letters were 
unsigned. So even on legitimate 
complaints, the executive was in no 
position to get at the facts. 

(3) In checking further he found 
that employees were using “I'll write 
to the president,” as a club to under- 
mine the authority of the super- 
visors. Upon being reprimanded for 
absenteeism, for example, workers 
threatened to “squeal” about some- 
thing they “had” on their immediate 
superiors. In effect, the president 
had set up an authoritarian spy sys- 
tem that was seriously undermining 
the morale and the work-effective- 
ness of his lower echelons. He is now 
trying to figure out some face-saving 
way to close his open door. 

The “gripe box” is yet another 
take-off on the open door. The 
theory of the gripe box is that the 
employee will drop his complaint 
into a receptacle and top manage- 
ment will read and remedy : the 
situation. Gripe boxes, however, 
have very short lives. Reason? Most 
of the seribbled notes contain anony- 
mous advice to the boss to “drop 
dead” or words to that effect. 

So the open door, high-sounding 
and well-intentioned as it may be, 
is no great shakes as an operational 
procedure for employee communica- 
tion upwards. It’s more of a blind 
than a spotlight. 


Lawrence Stessin 
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THE GREAT 
AMERICAN MOUTH 


At 11:02 o’cLock one morning last 
month, U. S. population hit 160,000,- 
000. At the current birth rate—one 
every 12 seconds—census takers prom- 
ise 175,000,000 by 1960. To the de- 
fense-minded, American manpower is 
still a weak fourth behind China’s, In- 
dia’s and Russia’s.* But to foodmen, 
the growing group is the world’s most 
powerful market. It is a huge, gaping 
mouth which insists on the best of 
everything and changes its mind al- 
most as often as its size. 

Since 1933, when eaters numbered 
a mere 125,000,000, housewives have 
weaned their families from weighty 
starches, plied them with proteins, 
learned to trade kitchen slavery for 
ready-to-serve dainties. Spurred by a 
greater knowledge of nutrition and 
higher incomes, consumers this year 
are expected to down 148 pounds of 
meat per capita where they got along 
on only 135.3 pounds 20 years ago; 
7.8 pounds of cheese instead of 4.5 
pounds. But potato consumption will 
fall from 1933’s 137 pounds to 105, and 
flour’s from 147 to 130 pounds. 


FLOUR MAN 


IN THE FACE of changing table tastes, 
General Mills Chairman Harry A. Bullis 
believes the food business is overrated 
as a “depression-proof” industry, that 
it must move with the trends to pros- 
per. Consequently, he is hedging his 
product line much as he hedges his in- 
ventories. Already in home appliances 
with an iron and toaster introduced 
more than a year ago, the company will 
add mixer, coffee maker, grill and fryer 
cooker this fall. “We are planning 
more,” says Bullis, “to broaden our 





* Estimated populations: 
365,000,000, 200,000,000. 


450,000,000, 
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base, provide more employment.” How- 
ever, he doubts appliances will ever ac- 
count for much more than 2% of gross: 
“we are basically food processors.” 

In that field during fiscal 53 (ended 
May 31), handsome, white-haired Bul- 
lis cooked up a tasty bill of fare: Sales 
up $14 million to $483.1 million, a new 
high; earnings were $2 million bigger 
at $11.5 million. They equalled $4.68 
a share vs. $3.94 the year before. 
Where every dollar of sales yielded a 
meager 2c after taxes in 1952, GMills 
ground out 2.4c in 1953. 

Broadened margins, explains Comp- 
troller Gorden C. Ballhorn, came from 
lower ingredient costs, not higher 
prices. Although the new Consumer 
Price Index broke into higher ground 
early this summer, its June 1952 to 
June 1953 ups and downs fluctuated 
narrowly between June, 1952’s 113.4 
and November’s 114.3 high. Food 
prices included were steady to lower. 
Cheaper commodities sopped up only 
8lc of every sales dollar where they 
had taken 81.8c two years ago. Taxes 
fell from 3.2c to 3.0c. Besides, con- 
fesses Ballhorn, holding up 1952’s fig- 
ures to 1953’s is comparing “an abnor- 
mal year with a more nearly normal 
period.” 

In 1952, soybean processing was de- 
pressed and still is—a condition hitting 
A. E. Staley Manufacturing Company, 
for one, far harder than GMills and il- 
lustrating the virtue of diversification. 
Concentrating on corn and soybean re- 
fining, Staley wound up 1953's first half 
with only $932,363 net. A year earlier 
the figure was $1.2 million. Reason, 
says President A. E, Staley, Jr., is that 
“corn refining plants operated at a nor- 
mal level, but soybean plants operated 
at only 50% of capacity frequently.” 

Other phases of GMills’ operational 
diet were not all peaches and cream. 
Payrolls took a bigger bite of revenues, 
12.9c per-dollar, 12.3c the year before. 


BORDEN’S MONTAGUE: 


behind the great American mouth, a depression-proof tapeworm 


20 





Gross would have been bigger except 
for “severe competition” in the flow 
market where mills with a total 
capacity of 40,000 hundred-weight 
went out of business, among them one 
of GMills in Oklahoma. The firms 
Wichita and Tacoma mills cut output. 

Bullis claims that although per cap- 
ita flour consumption is falling, total 
demand has varied little in recent years, 
476,000,000 bushels were eaten ip 
1933, 480,000,000 in 1951. He blames 
current tough selling less on fussy 
diners than on government support 
schemes and a dropoff in foreign aid, 
“Our high support prices for farm prod- 
ucts are incentives to high production 
and will cause embarrassment [in over- 
production] until we have made the 
necessary adjustments. Such adjust- 
ments are in process, but they are not 
easy to complete; there is no painless 
solution.” 

Because of Marshall Plan demand, 
the flourman recalls, “our agriculture 
became geared to the needed high out- 
put. This year our bill for foreign aid 
will be some $5 billion, but over half 
of it is for military assistance and less 
goes for food.” Hundreds of new mil- 
lers opened when worldwide demand 
soared and “it is these marginal millers 
who are failing now.” GMills chose to 
close a mill last year, says its boss, to 
take advantage of the broad shift in 
population centers. To make up for it, 
a new centralized packaging plant is 
being built in Louisville, Ky. 

Other company factors are chang- 
ing, too. Ten years ago, flour accounted 
for 74% of sales, formula feeds for 17%, 
package foods for 9%. Since then in- 
ternal shifts have altered the shares for 
these three to 52%, 19% and 18%. To go 
further, the firm now gets 9% of sales 
from its newly acquired O-Cell-O Divi- 
sion. O-Cell-O, purchased in late 1952 
with 65,705 common shares, makes 
synthetic household and __ industrial 
sponges which are readily sold through 
GMills’ nationwide distribution system. 


DAIRY MAN 


AMONG BIG PROCESSORS, such diversifi- 
cation is more the rule than the excep- 
tion. Second biggest dairyman, the Bor- 
den Company has been hit harder by 
government policy than by finicky pal- 
ates. With butter pegged at 66h¢ 
wholesale, housewives have turned to 
cheaper margarine, forced the Com- 
modity Credit Corporation to stockpile 
300,000,000 pounds. If butter were al 
lowed to settle at a supply-and-demand 
price, thinks Borden economist Charles 
K. Tucker, the glut would quickly dis- 
appear. (The CCC’s surplus would 
scarcely supply a pat a day for each 
consumer for a year.) Although fluid 
milk and cream use this year will 
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most equal 1933’s (352 pounds vs. 
349), Borden’s bottle sales “did not 
earn a Satisfactory profit” last year. 
Government price regulations,” con- 
tends President Theodore G. Montague, 
“hurt us in some large markets.” 

To make up for these weak links 
in his product line, Montague stresses 
cheese, ice cream, specialty food sales. 
He turns out feed ingredients, adhe- 
sives and chemicals. By pushing broad- 
ened lines, Montague jacked sales from 
$374.5 million in 1952’s first half to 
$392.5 million in this year’s. More sig- 
nificant, earnings jumped from $1.87 
to $2.25 a share. 


PACKAGE MAN 
Ar GENERAL Foops, this fall, compul- 
sory retirement will catch up to chair- 
man Clarence Francis, who leaves a 
string of records behind him. In 20 
years, GF’s sales have soared 830%, hit 
$755.9 million in fiscal 53 (ended 
March 31). Dividends were never 
missed. But like $186.8 million General 
Mills and $258.8 million Borden, GF is 
no gamble. Its fortune is shrewdly based 
on a capacity for keeping ahead of 
popular taste, concocting the goodies 
America wants to eat before the public 
knows its own appetite. With this rec- 
ipe in fiscal 54’s first quarter, Francis 
topped 1952’s similar period’s $158.3 
million sales and 92c earnings with 
$173.2 million and 99c. Big factor in 
GF’s “remarkable” growth, explains 
President Austin S. Igleheart, is mi- 
lady's abhorence of hard work. Today 
more than half of all groceries pur- 
chased in the U.S.—over $35 billion 
worth—are packaged. 

A tall, self-dubbed “prune peddler,” 
Francis has not yet named his succes- 
sor. Chances are however top slot will 
go to bespectacled adman-merchan- 
diser Charles G. Mortimer, who was 
made executive VP in January 1952 
after 24 years in the business. The 
chairman recently introduced him as 
“the man to whom we are looking for 
future leadership.” 

At his last annual meeting as chair- 
man, Francis got stockholders to in- 
crease authorized common shares from 
6,000,000 to 15,000,000. He consid- 
ered it “advisable” to have shares ready 
for any possible acquisition, insisted 
_ is no thought of a split or stock 
Sale,” 

For investors holding major food 
shares during the recent market slip- 
page, no thought of change was 
needed. While more volatile equities 
looked downward. GF held at 55%, 
within a point of its year’s high. Bor- 
den at 55% and GMills at 56% were off 
only three and five points, respectively. 
Tapewatchers seemed to sense a de- 
Pression-proof tapeworm behind the 
great American mouth. 
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RAIL EQUIPMENT LINEUP 


THE ten-year period from 1943 to 1952 
was all upgrade for the rail equippers. 
After completion of war work in the 
first two of those years, railroad mod- 
ernization, dieselization and expansion 
programs came on with a rush. By 
1951, most suppliers were again heav- 
ily in defense production. 

Financial analysis shows, however, 
that with the exception of Westing- 
house Air Brake, American Steel Foun- 
dries, and American Locomotive, big 
profits did not follow from railroads’ 
long rehabilitation. 

Although WAB’s decade of progress 
is partially reflected in the $10.15 in- 
vestors are willing to pay for a dollar 
of its earnings, efficient American 
Steel’s stock goes for a middling $6.39. 
Both it and Westinghouse were across- 
the-board standouts, with WAB’s 25.1% 
pretax profit on sales the outstanding 
indication of efficiency in the industry. 

Compared with other industries, the 
rail equippers are extremely liberal 
with dividends and show more com- 
fortable current ratios, but have grown 


less rapidly and bring less of the sales 
dollar down to net. 


DIESELS DOWN 


Durinc the summer, all the major 
diesel engine suppliers cut production. 
This month General Motors’ Electro- 
Motive division will be turning out four 
train pullers a day (down from 7%), 
will iay off 1,200 employees; Fair- 
banks-Morse has already slashed out- 
put to ten diesels a month (twice that 
last year); American Locomotive has 
slipped from four to three units per 
day; Baldwin-Lima-Hamilton sales are 
also down. 

Despite the dropoff, Alco’s President 
Perry Egbert, who pioneered in diesel 
development, claims a “tremendous” 
amount of future business in diesels 
with a potential market of over 10,000 
units in the domestic market alone. 

But even if Egbert’s predictions 
prove correct, the rail-equippers must 
depend on non-rail and war work for 
big business futures. The big years of 
dieselization (see tables) had clearly 
not produced big years of profit. 





I. RAIL EQUIPMENT LINEUP, 1943-1952 


Book Current Net Income Pretax 

Value Assets to on Profit Dividend 

Growth Liabilities Book Value on Sales Payout 
American Brake Shoe. . 19% 3.8 9.3% 8.8% 62% 
General American 

Transportation ...... —14 3.0 7.0 10.4 60 

Westinghouse Air Brake 56 3.4 14.6 25.1 71 
> 18 4.3 5.2 8.3 88 
Baldwin-Lima-Hamilton. —37 2.31 6.7 7.3 49 
American Steel Foundries 68 4,1 10.5 13.8 68 
American Locomotive .. 69 2.31 i 7.8 47 
American Car & Foundry 71 2.4 4.8 7.0 49 


Percentage figures in these columns represent each company’s performance for 
10 years. In Table II, these percentages are converted to rank-order numbers. 








Current 

Book Assets 
Value to Lia- 

Growth bilities 

American Brake Shoe.. 5 4 
General American 
Transportation 
Westinghouse Air Brake 
a 
Baldwin-Lima-Hamilton. 8 
American Steel Foundries 3 
2 

1 


ar, -l 


American Locomotive . . 
American Car & Foundry 


Rank order numbers in the first five 
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to arrive at a “composite ranking.” 








II. RAIL EQUIPMENT RANKING, BASED ON 1943-1952 


Market 
Netin- Pretax  Divi- Price 
comeon Profit dend per $1 of Composite 
Book Val. on Sales Payout Earnings Ranking 
4 4 4 $12.50 4 
5 3 5 11.67 5 
1 1 2 10.15 1. 
7 5 1 9.04 8 
6 7 a 6.46 8 
3 2 3 6.39 2 
2 6 8 5.50 5 
8 8 6 3.61 7 


columns are based on performance figures 


_ in the corresponding columns of Table I. Column 6 shows price earnings as 
reported or estimated. Column 7 averages the rankinzs in the first five columns 
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IMPORTANT ANNOUNCEMENT TO HOLDERS OF 
GERMAN DOLLAR BONDS 





VALIDATION PROCEDURE WILL BEGIN ON SEPTEMBER 1, 1953 





Holders of German Dollar Bonds should read this announcement carefully and take action as indicated below 
HOW TO REGISTER YOUR BONDS FOR VALIDATION 


1. Get a Registration Form from your bank, broker or dealer in securities or from the Validation Board for German 
Dollar Bonds, 30 Broad Street, New York 4, N.Y. Use a separate Registration Form for each issue of bonds you 


are registering. 


2. Fill out this form and forward it with your bonds to the Depositary named below. 
3. Register your bonds as soon as possible, not later than August 31, 1954. 





Send or present bonds of the following issues with registration form to 
J. P. MORGAN & CO. Incorporated, 23 Wall Street, New York 8, N. Y.: 


1. German External Loan 1924 (Dawes Loan) 7% Gold Bonds— 
Due October 15, 1949 


2. German Government International Loan 1930 (Young Loan) 
52% Gold Bonds—Due June 1, 1965 


3. Prussia, Free State of, External Loan of 1926 62% Sinking Fund Gold 
Boncis—Due September 15, 1951 


4. Prussia, Free State of, External Loan of 1927 6% Sinking Fund Gold 
Bonds—Due October 15, 1952 





Send or present bonds of the following issues with registration form to 
THE NATIONAL CITY BANK OF NEW YORK, Corporate Trust Department, 20 Exchange Place, New York 15, N. Y,: 


5. Baden, Consolidated Municipalities of, 7% External Sinking Fund Gold 
Bonds—Due January 1, 1951 
6. Bavaria, Free State of, 62% Serial Gold Bonds, External Loan of 1925 
7. Bavaria, Free State of, 62% External Twenty-Year Sinking Fund Gold 
Bonds—Due August 1, 1945 
8. Bavarian Palatinate Consolidated Cities, Germany 7% External Serial 
Gold Bonds 
9. Berlin, City of, 6Y%2% Twenty-five-Year Sinking Fund Gold Bonds, 
Municipal External Loan of 1925—Due April 1, 1950 
10. Berlin, City of, 6% Thirty-Year External Sinking Fund Gold Bonds— 
Due June 15, 1958 
11. Berlin City Electric Company, Incorporated 6%2% Twenty-five-Year 
Sinking Fund Debentures—Due December 1, 1951 
12. Berlin City Electric Company, Incorporated 62% Thirty-Year Sinking 
Fund Debentures—Due February 1, 1959 
13. Berlin City Electric Company, Incorporated 6% Twenty-five-Year 
Debentures—Due April 1, 1955 
14. Berlin Electric Elevated and Underground Railways Company 62% 
Thirty-Year First Mortgage Sinking Fund Gold Bonds—Dve October 1, 
1956 
15. Bremen, State of, (Free Hanseatic City of Bremen) 7% Ten-Year 
External Loan Gold Bonds—Due September 1, 1935 
16. Brown Coal Industrial Corporation “Zukunft” 62% Sinking Fund 
Mortgage Gold Bonds, Series A—Due April 1, 1953 
17. Central Bank of German State & Provincial Banks, Inc. 6% First Mort- 
gage Secured Gold Sinking Fund Bonds, Series A—Due August 1, 1952 
18. Central Bank of German State & Provincial Banks, Inc. 6% Mortgage 
Secured Gold Sinking Fund Bonds, Series B—Due October 1, 1951 
19. Central Bank of German State & Provincial Banks, Inc. (German Pro- 
vincial and Communal Banks Consolidated Agricultural Loan) 62% 
Secured Sinking Fund Gold Bonds, Series ADue June 1, 1958 
20. Cologne, City of, 6%2% Twenty-five-Year Sinking Fund Gold Bonds— 
Due March 15, 1950 
21. Consolidated Hydro-Electric Works of Upper Wurttemberg 7% First 
Mortgage Thirty-Year Sinking Fund Gold Bonds—Due January 15, 1956 
22. Conversion Office for German Foreign Debts (Konversionskasse) 3% 
Dollar Bonds dated July 1, 1936——-Due January 1, 1946 
23. Conversion Office for German Foreign Debts (Konversionskasse) 3% 
Dollar Bonds dated June 1, 1937; no fixed Maturity Date 
24. Dortmund Municipal Utilities 6/2% Twenty-Year Sinking Fund 
Mortgage Gold Bonds—Due October 1, 1948 
25. Duisburg, City of, 7% Serial Gold Bonds, Series XX— 
Due November 1, 1945 
26. Dusseldorf, City of, 7% External Serial Gold Bonds 
27. Electric Power Corporation 62% First Mortgage Sinking Fund Gold 
Bonds—Series Due March 1, 1950 
28. Electric Power Corporation 6%2% First Mortgage Sinking Fund Gold 
Bonds—Series Due April 1, 1953 
29. Frankfort-on-Main, City of, 7% Serial Gold Bonds External Loan of 1925 


30. Frankfort-on-Main, City of, 62% Twenty-five-Year Sinking Fund Gold 
Bonds Municipal External Loan of 1928—Due May 1, 1953 

31. General Electric Company Germany (AEG) 7% Twenty-Year Sinking 
Fund Gold Debentures—Due January 15, 1945 

32. General Electric Company, Germany (AEG) 612% Fifteen-Year Gold 
Sinking Fund Debentures—Due December 1, 1940 

33. General Electric Company, Germany (AEG) 6% Twenty-Year Gold 
Sinking Fund Debentures—Due May 1, 1948 

34.German Atlantic Cable Company 7% First Mortgage Twenty-Year 
Sinking Fund Gold Dollar Bonds—Due April 1, 1945 

35. German Central Bank for Agriculture (Rentenbank) 7% First Lien Gold 
Farm Loan Sinking Fund Bonds—Due September 15, 1950 

36. German Central Bank for Agriculture (Rentenbank) 6% Farm Loan 
Secured Gold Sinking Fund Bonds—Due July 15, 1960 

37.German Central Bank for Agriculture (Rentenbank) 6% Farm Lean 
Secured Gold Sinking Fund Bonds, Second Series of 1927—Dvue 
October 15, 1960 

38.German Central Bank for Agriculture (Rentenbank) 6% Farm Loan 
Secured Gold Sinking Fund Bonds, Series A of 1928—Due April 15, 
1938 

39. German Consolidated Municipal Loan of German Savings Banks and 
Clearing Association 7% Sinking Fund Secured Gold Bonds, Series of 
1926—Due February 1, 1947 

40. German Consolidated Municipal Loan of German Savings Banks and 
Clearing Association 6% Sinking Fund Secured Gold Bonds—Series 
Due June 1, 1947 

41. Gesfurel 6% Sinking Fund Gold Debentures—Due June 1, 1953 

42. Good Hope Steel and Iron Works 7% Twenty-Year Sinking Fund 
Mortgage Gold Bonds—Due October 15, 1945 

43.Hamburg Elevated Underground and Street Railways Co. 5% 
Ten-Year Gold Loan—Due June 1, 1938 

44, Hamburg, State of, (Free and Hanseatic City of Hamburg) 6% Twenty- 
Year Gold Bonds—Due October 1, 1946 

45. Hanover, City of, 7% Ten-Year External Convertible Gold Bonds 
Due November 1, 1939 

46. Hanover, City of, 7% External Sinking Fund Gold Bonds— 
Due November 1, 1959 

47. Hanover, Province of, Harz Water Works 6% First Series Gold Bonds, 
Due August 1, 1957 

48. Hanover, Province of, Harz Water Works 62% Sinking Fund Gold 
Bonds, Second Series—Due February 1, 1949 

49. Harpen Mining Corporation 6% Gold Mortgage Bonds, Series of 1929 
Due January 1, 1949 

50. Heidelberg, City of, 72% External Twenty-five-Year Sinking Fund 
Gold Bonds—Due July 1, 1950 

51. Housing and Realty Improvement Company, Berlin 7% First (Closed) 
Mortgage Twenty-Year Sinking Fund Gold Bonds—Due November 15, 
1946 (Continued on Opposi'e Page) 
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52, llseder Steel Corporation 6% Gold Mortgage Bonds Series of 1928— 
Due August 1, 1948 

53. Karstadt (Rudolph) Incorporated 6% First Mortgage Collateral Sinking 
Fund Bonds—Due November 1, 1943 

54, Koholyt Corporation 62% First (Closed) Mortgage Sinking Fund Gold 
Bonds—Due March 31, 1943 

55.Luneburg Power, Light and Waterworks, Lid. 7% First Mortgage 
Twenty-Year Sinking Fund Gold Bonds—Due May 1, 1948 

56.Mannheim and Palatinate Electric Companies 7% Fifteen-Year 
Sinking Fund Mortgage Gold Bonds—Due June 1, 1941 

57.Mansfeld Mining and Smelting Company 7% Fifteen-Year (Closed) 
Mortgage Sinking Fund Gold Bonds—Due May 1, 1941 

58. Miag Mill Machinery Company 7% Closed First Mortgage Thirty-Year 
Sinking Fund Gold Bonds—Due June 1, 1956 

59. Munich, City of, 7% Serial Gold Bonds of 1925, Series X— 
Due August 1, 1935 

60. Municipal Bank of the State of Hesse 7% Guaranteed Serial Gold 
Bonds of 1925 

61. Municipal Gas and Electric Corporation of Recklinghausen’ 7% First 
Mortgage Twenty-Year Sinking Fund Gold Bonds—Due December 1, 
1947 

62. North German Lloyd (Bremen) 6% Twenty-Year Sinking Fund Gold 
Bonds—Due November 1, 1947 

63.North German Lloyd (Bremen) 4% Sinking Fund Bonds of 1933— 
Due November 1, 1947 

64. Nuremberg, City of, 6% External Twenty-five-Year Sinking Fund Gold 
Bonds—Due August 1, 1952 

65. Oberpfalz Electric Power Corporation 7% First Mortgage Sinking Fund 
Gold Bonds—Due June 1, 1946 

66. Oldenburg, Free State of, 7% External Serial Gold Bonds 

67. Protestant Church in Germany Welfare Institution Loan 7% Twenty- 
Year Secured Sinking Fund Gold Bonds—Due October 1, 1946 

68. Prussian Electric Company 6% Sinking Fund Gold Debentures— 
Due February 1, 1954 

69. Rheinelbe Union 7% Twenty-Year Sinking Fund Mortgage Gold 
Bonds—Due January 1, 1946 

70. Rhine-Main-Danube Corporation 7% Sinking Fund Gold Debentures, 
Series A—Due September 1, 1950 

71. Rhine-Ruhr Water Service 6% Twenty-five-Year Sinking Fund External 
Gold Debentures—Due January 1, 1953 

72. Rhine-Westphalia Electric Power Corporation 7% Direct Mortgage 
Gold Bonds Series—Due November 1}, 1950 


73. Rhine-Westphalia Electric Power Corporation 6% Direct Mortgage 
Gold Bonds Series—Due May 1, 1952 

74, Rhine-Westphalia Electric Power Corporation 6% Consolidated Mort- 
gage Gold Bonds, Series of 1928—Due August 1, 1953 

75. Rhine-Westphalia Electric Power Corporation 6% Consolidated Mort- 
gage Gold Bonds, Series of 1930—Due April 1, 1955 

76. Roman Catholic Church in Bavaria 62% Twenty-Year Sinking Fund 
Gold Bonds, Series A—Due March 1, 1946 

77.Roman Catholic Church Welfare Institution in Germany 7% Twenty- 
Year Secured Sinking Fund Gold Bonds—Due June 1, 1946 

78. Ruhr Chemical Corporation 6% Sinking Fund Mortgage Bonds, 
Series AmDue April 1, 1948 

79. Ruhr Gas Corporation 62% Secured Sinking Fund Bonds, Series A= 
Due October 1, 1953 

80. Ruhr Housing Corporation 612% First Mortgage Sinking Fund Bonds— 
Due November 1, 1958 

81. Siemens & Halske Stock Corporation; Siemens-Schuckertwerke Com- 
pany, Limited 62% Twenty-five-Year Sinking Fund Gold Debentures— 
Due September 1, 1951 

82.Siemens & Halske Stock Corporation 6% Participating Debentures, 
Series A—Due January 15,1930 ‘ 

83. Tietz, Leonhard, Incorporated 7/%2% Twenty-Year Mortgage Gold 
Bonds—Due January 1, 1946 

84. United Industrial Corporation (Viag) 6% Hydro-Electric First (Closed) 
Mortgage Sinking Fund Gold Bonds—Due December 1, 1945 

85. United Industrial Corporation (Viag) 6/2% Sinking Fund Gold 
Debentures—Due November 1, 1941 

86. United Steel Works Corporation 62% 25-Year Sinking Fund Mortgage 
Gold Bonds, Series A—Due June 1, 1951 

87. United Steel Works Corporation 62% 25-Year Sinking Fund Mortgage 
Gold Bonds, Series C—Due June 1, 1951 

88. United Steel Works Corporation 62% 20-Year Sinking Fund Deben- 
tures, Series A—Dve July 1, 1947 

89, Unterelbe Power & Light Company 6% Twenty-five-Year Sinking Fund 
Mortgage Gold Bonds, Series A—Due April 1, 1953 ‘ 

90. Vesten Electric Railways Corporation 7% First Mortgage Twenty-Year 
Sinking Fund Gold Bonds—Due December 1, 1947 

91. Westphalia United Electric Power Corp. 6% First Mortgage Sinking 
Fund Gold Bonds Series A—due January 1, 1953 

92. Wurttemberg, State of, Consolidated Municipal External Loan of 1925 
7% Serial Gold Bonds 


Other Dollar Bonds of West German issuers are considered as valid and do not need to be registered for validation. 
Bonds of East German issuers are not eligible for validation at this time. The above list may, however, be expanded 
by mutual consent of the United States and German Governments. 
German Bonds denominated in a non-German currency other than Dollars must be validated in the country of offering. 
For detailed instructions see the Explanatory Pamphlet, also obtainable from the Validation Board or your bank, 


broker or dealer in securities. 
WHY VALIDATION IS NECESSARY 


Validation is necessary to prevent the sale or payment of German 
Dollar Bonds which had been purchased for retirement, and dis- 


appeared after the Soviet Armed Forces occupied Berlin in 1945. 
The procedure for validating dollar bonds in the United States 
has been established by agreements between the United States 


and German Governments. 


SCOPE OF VALIDATION 


The Board will validate only dollar bonds which are shown to 
have been held outside of Germany and certain neighboring 
territories on January 1, 1945. Application for validation of 
dollar bonds which cannot be shown to have been held outside of 
Germany on that date may be made through the Board to an 


1 Only holders of validated 
CA U T i 0 N ‘ bonds—and several issues 

not requiring validation— 
will be eligible to apply for payments under the terms of 
the Agreement on German External Debts, Only vali- 
dated bonds and new bonds to be issued in exchange 
therefor will be eligible for trading in the United States 
securities markets. Announcements will be made by the 


Securities and Exchange Commission from time to time 
when trading in specific issues may be resumed. 





agency in Germany. For information on this procedure consult 
the Explanatory Pamphlet. 


PAYMENTS 


Settlements in respect of validated bonds are to be made in accord- 
ance with the terms of the Agreement on German External Debts 
which provides that each issuer will make an offer of settlement 
to the bondholders, 


LOST OR DESTROYED BONDS 


For information respecting treatment of lost or destroyed bonds 
see Explanatory Pamphlet and submit as soon as practicable a 
report to the Validation Board for German Dollar Bonds setting 
forth the description and serial numbers of such bonds. 








DO NOT PURCHASE ANY OF THE GERMAN 
DOLLAR BONDS WHICH APPEAR ON THE 
ABOVE LIST WITHOUT AN AUTHENTIC 
VALIDATION CERTIFICATE ATTACHED. 








VALIDATION BOARD FOR GERMAN DOLLAR BONDS 


30 Broad Street, New York 4, N. Y. 


Douglas W. Hartman, United States Member 
August 26, 1953 


Dr. Walther Reusch, German Member 





September 1, 1953 














TRUCKS 





TRUCKING ON DOWN 


IF AUTO PRODUCTION holds at its pres- 
ent rate, passenger car output will set 
a new record of 7,177,000 for 1953, 
an 8% increase over the 1950 peak. 
But if truck production finishes the 
year at present rates, the 1953 total 
will be about 1,280,000—10% under 
record 1951, and below the totals for 
1948 and 1950. 

Chances are, of course, that pas- 
senger car output will be slowed. And 
the cutback in 2%-ton trucks ordered 
by the military, if nothing else, should 
prevent commercial car output from 
maintaining even its current pace. 

Unlike their passenger car brethren, 
truck salesmen can’t hypo new-vehicle 
sales by adding (1) ego-boosting horse- 
power or (2) unneeded chromium. 
Neither the businessman nor the farmer 
approaches the truck showroom with 
the gee-whiz attitude of the pleasure 
car buyer. But ail four-wheel fanciers 
shdw one trait in common: if they can, 
they buy a big name. 

So, just as the Big Three are squeez- 
ing the independents in the auto mar- 
ket, the Big Four truckmakers (Gen- 
eral Motors, Ford, Dodge, International 
Harvester) are taking business from 
their smaller competitors. During 
1952’s first half, the Big Four sold 
89.4% of the truck market; this year, 
their share lionized to 91.2%. Caught 
in the onslaught were Studebaker, 
Willys, White, Mack, Reo and Dia- 
mond T. White, Willys and Reo in- 
creased their first-half sales, but saw 
their percentage shares of the total 
market pared. The other three sold 
fewer trucks, lost a combined 1% of 
the market. 

Wall Street has reflected the little 
six’s tough shift. Studebaker and Willys 
trucks have simply added to the drag 


of lead-ballooning passenger businesses, 
Stude having dropped 12 points to 31% 
and Kaiser to a low, low 4. Mack be- 
gan 1951 around 20, 1952 around 17, 
1953 around 18, is now at 10%. Dia- 
mond T began the year at 13, has T’d 
off to 11%. Reo started 1951 at 20, 
spent last year between 21 and 24, is 
below 20 again. Only White, which 
spent 1952 between 25 and 27, is hold- 
ing its own at 26%. 

As the nation prepared for fall, foot- 
ball and stiffer competition, the little 
truckmakers were making threatening 
noises. Reo, a whirlwind of diversifica- 
tion in recent years, was plugging its 
new truck-leasing business. White 
Motors, which has been acquiring 
smaller truckmakers, is preparing to 
swallow Autocar. And in Detroit, which 
awarded a 100-bus contract to G.M.C., 
Mack Motor Truck (which had sub- 
mitted a lower bid) publicly com- 
plained of “Favoritism!” 

But led by General Motors, with 
36.8% of sales and 41% of output, the 
Big Four truckmakers kept accelerat- 
ing. Last month Motors announced its 
intention to annex Euclid Road Ma- 
chinery Co. for 305,137 shares of GM 
common. The swap would give GM a 
line of giant dump trucks and scrapers, 
for which it now makes Diesel engines. 
And Ford, the other big gainer, has 
cut prices from 1.2% to 2.9% to keep 
its trucks rolling. 


REVOLVING REO 


In 1949, shrinking markets left five of 
the nine small truck companies with 
deficits. Among the five was Reo Mo- 
tors, which spent $26.4 million that 
year to bring in $23.2 million worth of 
business. Ever since, Reo president Joe 
Sherer has acted as though he didn’t 
want all his eggs in trucks. 














NEW TRUCK REGISTRATIONS, 1ST HALF 
Registrations Market Market 
Through Share Jan.- Share Jan.- 
June June ’52  June’53 Change 
General Motors . 
(Chevrolet, G.M.C., Pontiac). 199,027 33.3% 36.3% +3.0% 
ee aprenden 105,089 23.1 24.2 +1.1 
i ak de 48,638 11.4 11.2 — 2 
eG Le cwkad sali clt sss 43,178 11.8 9.9 —1.9 
gat aa emanate ae 12,443 3.6 2.9 — .7 
eS RT a a ae 9,016 2.4 2.1 — 3 
ee sat’ i256 ba5 6nd 5,741 1.4 1.3 — .l 
EME PST eee 3,183 9 7 — 2 
a Cae 1,773 A 4 None 
PRONE TE: os ose cras ».caawek. 1,567 5 4 a 
*Slowed by supplier strike. 
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Reo has been “diversifying” like a 


hungry whirling dervish at a smorgas- 
bord. It is in lawn mowers. It is in 
wheel goods (bicycles, baby carriages), 
It is in marine and industrial engines, 
It sells “Trollabout” inboard marine 
kits (gasoline engine, propeller, rudder, 
bolts). It not only builds trucks, but 
leases them as well. Thanks to the de- 
fense budget, its truck production is 
increasing—of 17,618 trucks produced 
in ’52, only 3,393 were for. civilians. 
With one item and another, Reo 
gross has tripled in three years, from 
$55 million to $156 million. But over 
$100 million of last year’s record bill- 
ings were to Uncle Sam. And with the 
Army consolidating truck contracts, Reo 
may lose its 2%-ton truck business any 
day. So Sherer hopes to get squared 


REO’S SHERER: 
around, around, around 


away in the civilian market. His latest 
sales gimmick: a deluxe “executive 
seat” (!) for Reo truck cabs. 

What does Wall Street think of all 
this dervishly diversification? Last week 
Reo common went at 19%, about five 
times earnings. Price-earnings range 
postwar, 1949 excepted: between 4.2 
and 7.4. 


BLACK AND WHITE 


Waite Joe Sherer swivels into diversi- 
fication in Lansing, Robert Black keeps 
a steadier seat as president of Cleve- 
land’s White Motor Company. Instead 
of diversifying out of the erratic truck 
business, Black is slowly buying uP 
more of it. 

This week, fulfilling a long-bruited 
rumor, White Motor is due to take over 
little Autocar. In 1952 Autocar sold 
1,595 heavy (13 tons and over) trucks 
for a sales revenue of $31.7 million. 
White sold 10,858 in the civilian mat- 
ket, produced 12,153 in all (most of 
the difference, accounting for 10% of 
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sales, going to the Federal Govern- 
ment). 

In three years Black has upped sales 
45%, to $148.5 million in 1952. If Auto- 
car revenue holds, the increase could 
swell to 75%. But common stockholders 
aren't acquiring the new business for 
a song. The price: 86,500 shares of 
new White Motor 54% preferred. An- 
nual payments on this new stock will 
skim 58c per share off present common 
stock earnings (last year, $4.44 to cover 
a $2.50 dividend). On the face of 
things, this is liable to be expensive. 
Last year Autocar’s net was a skimpy 
$150,000, no more than 19c per share 
of White common. 

Last year, however, was an excep- 
tionally poor one for Autocar. -And 
White, which has been selling around 


WHITE’S BLACK: 
straight down the pike 


12,000 trucks a year since 1947, has 
been preparing for bigger business on 
its own. In 1951 it took over Sterling 
Motor Truck. It has built a plant at 
Montreal. And, President Black told 
security analysts last month, White is 
now expanding its Cleveland sales and 
service facilities threefold, or $500,000 
worth. Says he: “Reliable forecasters 
estimate a 25% growth in the size of 
the U. S. truck fleet [now 8,700,000] 
by 1956.” 

Wall Street seems to like Black’s 
approach better than Sherer’s. Last 
week, with the Autocar merger still up 
in the air, White common went for 26%, 
or six times earnings—nothing like 
1946s 15.9, but near the upper limit 
of \\hite’s average range since that 
zany year. 

Black’s truck cabs tip forward to al- 
low casy engine access. But they don’t 
mount “executive” seats. And Black, 
unlike his Reo rival in Lansing, is in no 
danger of catching his toes in a lawn 
mower, 
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DRUGS 





PENICILLIN POISONING 


SINCE THEY reached peak prices in the 
summer of 1951, most drug stocks have 
declined precipitously. Some, like 
Merck, Parke, Davis and Bristol-Myers 
are. down almost 50% from their tops. 
Others like American Home Products, 
dependent neither on antibiotics nor 
any one item, are still close to their 
earlier highs. 

Greatest demon in the profits picture 
is still penicillin, symptomatic of the 
industry's problems. Last month big 
privately-owned Eli Lilly placed its 
new and _sstill-to-be-completed anti- 
biotics plant on a standby basis. Com- 
plained Lilly: “Worldwide antibiotic 
production has increased to the extent 
that the supply, at least for the present 
time, is more than adequate to meet 
demand.” 

Shooting at the government-planned 
penicillin capacity of 600 trillion units, 
the ethical drug industry now finds it- 
self with two-thirds more capacity than 
markets will take. Foreign markets are 
developing their own sources of supply 
and even the Korean conflict has in- 
duced no demand anywhere compa- 
rable to supply. 

The resulting cutthroat competition 
has everyone bleeding. Commercial 
Solvents, long an in-and-out one-prod- 
uct company that turned to penicillin 
for a second major product, was one 
casualty as it slashed a quarter off last 
years $1.25 dividend. Now, with a 
Parke, Davis contract to buy the largest 
part of its output, CS has weathered 
its most severe attack of penicillin 
poisoning. 


P,D’S PAINS 


Parke, Davis itself, has brewed its 
own batch of trouble. Late in June the 
company announced: “Directors of 
Parke, Davis & Company today de- 
clared the world-wide pharmaceutical 
firm’s 268rd consecutive dividend. A 
payment of 35 cents will be made July 
31, 1953, to stockholders of record July 
8, 1953. . . . The 86-year-old firm, a 
leader in the ethical drug industry, first 
began paying dividends in 1878 and 
has made a profit every year since 
1876.” 

The announcement was a gem of 
overstatement. The company had 
slashed quarterly payments by 10c or 
22.2%. And last year’s $].90 payout was 
only 10c higher than the 1937 total 
(Abbott, in contrast, distributed $1.95 
last year, 50c in 1987). 

This time P,D stumbled on unsold 
cartons of Chloromycetin (see ForBEs, 
Sept. 15, 1952, page 21). Even an al- 


25 


most-clean bill of health from the Food 
and Drug Administration did not put 
Chloromycetin back on doctors’ favored 
lists after a celebrated “anti” editorial 
in the Journal of the Medical Associa- 
tion. Chloromycetin sales nosedived, 
leveled off and never completely re- 
covered. 

Despite President Harry J. Loynd’s 
assertion that Chloromycetin is a low- 
profit-margin item, it contributes 
enough to profits to make or break any 
earnings statement. First-quarter sales 
this year plummeted from last year’s 
record $38.8 million to $28.2 million. 
Earnings paralleled the 27.3% sales de- 
cline with a 57.1% fall of their own, 
$1.05 to 45c. Last year the company 
netted 13.3% of sales after taxes, this 
year 7.8%. For the time being, at least, 
as Chloromycetin goes, so goes Parke, 
Davis. To help pick up some of the 
slack, P,D is increasing its already 
heavy foreign commitments. Recently 
the company announced its plans to 
build a combination manufacturing 
laboratory and branch office in San- 
tiago, Chile. 

But on Wall Street the drugs had 
long since lost their glamor. In the 
eighteen months following January, 
1952, the ethical commons declined 
35% in price. Eighteen-month decline 
for Standard & Poor's 480-stock aver- 
age: 0.8%. 


BRISTOL’S DITTO 

THE PRICE of Bristol-Myers’ foray out 
of proprietaries and into ethical drugs 
has also been a dividend cut, from 40c 
to 25c quarterly. And it will take more 
than B-M’s new anti-ulcer drug, Cen- 
trine, to ease the company’s profits 
colic. 

On the bottom of Bristol Laboratory 
stationery is written in bold green type: 
“One of the largest penicillin producers 
in the world.” The statement needs 
only red ink or a black border to make 
it complete. Last year, B-M netted 
$1.47 per share, its worst showing since 
1934. And first-quarter 1953 earnings 
of 36c per share were plumbing the 
same depths. In the first quarter of 
1952, net hit 69c and in 1951 reached 
a solid $1.11 per share. 

From the end of 1951 to the end of 
1952, penicillin prices halved. As a re- 
sult Bristol Laboratories increased unit 
sales but still lost $6.9 million in vol- 
ume. Distraught president Lee H. Bris- 
tol was reduced to grasping at straws: 
“It is our conviction that the industry, 
important as it is to the national wel- 
fare, cannot and will not continue to 
operate much longer. at present un- 
economic levels.”: 

















CHEMICALS 





BIG BOARD SOUNDINGS 


To dedicated test tubers this is the 
“Chemical Century.” And in the first 
six months of this year, as in almost 
every earnings period since War II, in- 
come sheets have shown the tag to be 
more than just a phrasemaker’s dream. 
But to investors last month it was 
apparently just another catchword as 
the average market price for 18 top 
chemical equities settled to 11% below 
1953 highs, almost five times the 2.5% 
drop registered by the D-J 65 stocks 
composite average. 

Three test tubers who fared well— 
Mathieson, du Pont and Monsanto—are 
all rated “growth” issues. Big Chem- 
ical’s blue chip allure is probably strong 
enough to keep it from foundering in 
anything but the deluge. Lesser known 
Mathieson, dubbed a “comer” since 
President Tom Nichols (an ex du 
Ponter) first began flexing expansion 
muscles several years ago, has yet to 
achieve anything like Big Chemical’s 
nonpareil reputation. But last month 
it stood off market pressure almost as 
well. Du Pont broke through to a new 
high. Mathieson sold off only 6.3%, 
Monsanto only 9%. 

Meanwhile International Minerals & 
Chemical and Koppers plummeted 21% 
and 12.5%. Relatively limp earnings 
(most test tubers have gained) ap- 
parently pulled the rug from under 
them. Koppers’ first-half per share net 
was the same as last year ($2.29) while 
IMC at nine months rang up no better 
than last year’s $1.74 per share. Texas 


MATHIESON’S NICHOLS: 


if Mathieson goes up . . 





Gulf Sulphur, too, has hit the market 
skids (off 16.2%) despite nigh-match- 
less profit margins and payout. TG first 
got market-mired last spring when a 
heavy EPTax load flattened working 
capital, forced President Fred Nelson 
to chop his dividend. Big Brimstone 
has never been noted for growth 
glamor, and growth these days is ap- 
parently an important touchstone. 

Drug maker Charles Pfizer over 
1943-52 boosted book value per share 
465.4%, speeding well ahead of second 
ranking Monsanto’s 237.6%. Despite 
heavy dependence on other cut-price 
antibiotics (a reported 75% of gross), 
President John McKeen can count on 
his “exclusive” terramycin to keep some 
starch in margins. And, perhaps because 
of these fair features, Pfizer common is 
selling only 8% below its high water 
mark. President McKeen recently took 
on a new line of steroids (mostly male 
and female hormones), which may give 
“seasonal” sera sales a shot in the arm. 

It’s diversification that has held du 
Pont and Monsanto within hail of Big 
Board highs. Sprawling du Pont takes 
its new product wrinkles into mass mar- 
kets where there is little competition 
and plenty of profit taking. Recent ex- 
ample: its new high-tenacity rayon 
yarn. Unveiled recently, the stuff prom- 
ises to give tire makers’ “high grades” 
20% more strength, a double life span. 
But even if “super cordura” doesn’t spin 
out more rubber gross (about 8% of 
sales last year), du Pont will have 
plenty of other strings to its sales bow. 
Among them: autos, chemicals, food 
and drugs (7% each), smaller petrole- 
um and mining products right on down 
to paper (2%). Monsanto similarly 
bestrides a cluster of outlets. Biggest 
revenue source (24%) is plastics and 
rubber. Soap and synthetic detergents 
contribute another 10%. Remainder is 
parceled out among 12 smaller group- 
ings, apparently gives investors the 
kind of windward anchor they are most 
willing to pay for. 


MATHIESON’S BOOSTER 


FicHTinc to hold its own on the big 
board, $320 million Mathieson made 
news on two other fronts during the 
summer. 

® It threw into production the coun- 
try’s first commercial hydrazine plant, 
promptly turned the $3 million Lake 
Charles, La. layout over to new 50% 
owned (with Olin Industries) Matho- 
lin Corp. which will research, produce 
and market the stuff. 

© It posted six-months’ earnings that 
did a lot to explain market popularity. 
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Sales bounced to $132.7 million (vg, 
last year’s $61 million), pretax net to 
$27.2 million (vs. $15.3 million). 
Prime sales propellant was old drug- 
maker Squibb which Mathieson took 


over last fall. Matched against 1952 
pro forma figures for both Squibb and 
Mathieson, the first-half gross gain is 
smaller (15%) but still impressive. So 
are pretax profits (21.9% vs. last year’s 
pro forma 17.5%). President Tom 
Nichols told owners “Squibb profits 
and sales are ahead of 1952.” Re- 
shuffling the drug house’s management 
apparently helped. 

Much of Mathieson’s sales growth 
since 1947 (267.5% vs. 138.5% for Dow 
Chemical) has come from without. Ap- 
parently Nichols has learned the trick 
of quickly snapping his acquisitions 
into shape. Save for last year, when 
profits-poor Squibb came into camp, 
profit margins have kept above the 
"43-46 level. 

Other growth has come by way of 
combination, a la Matholin Corp. 
Though Mathieson’s two hydrazine 
pilot plants at Niagara Falls have been 
turning out the bulk of relatively small 
U. S. production, Olin was cut in on the 
deal because of its background in ex- 
plosives (where big hydrazine potenti- 
alities lie). Some civilian markets— 
soldering fluxes, plant retardants, others 
—have already been unearthed, but 
most output is earmarked for defense. 
To date the stuff has been most used 
as a rocket fuel. And according to 
Mathieson, “some chemists hold” a 
hydrazine-nitrogen mixture will one 
day propel a “super rocket.” How 
much of a lift hydrazine will give earn- 
ings, the test tuber will not say. But for 
any boost, owners and President Nich- 


WAC ROCKET: 
... hydrazene will help 
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ols will be grateful. The Squibb merger 
pushed outstanding shares from 3,142,- 
754 to 5,463,773. From Squibb, Nichols 
expects a still better showing. Satisfied 
with improvement to date, he quips 
“Nothing’s ever as profitable ‘as you 
want it to be.” The drugmaker is deep 
in cut-price antibiotics, but Nichols 
claims he has “not been too badly hurt 
because Squibb is not a bulk supplier, 
though it’s bad enough to sell anything 
at reduced price.” 


DIAMOND’S GLEAM 

For INSECTICIDE makers like Diamond 
Alkali this has been a “bad bug year.” 
Reason: hot weather. Puns Secretary C. 
S. Carmichael: “Business has been lousy. 
There just aren’t enough bugs around.” 
Nor were there any in the $91.9 million 
chemical firm’s six-months’ figures. Sales 
upped 12% to $43.4 million, pretax net 
to $6.8 million (up 22.3%). 

Save for his ill-favored bug dusters 
(which contribute 12% to gross), each 
of President Ray Evans’ product lines 
gained apace. “There was firm demand 
straight across the board,” says Director 
Carmichael. A 15c per hundredweight 
boost in alkali prices (37% of gross) 
helped. A still heftier increase in 
chlorine (11% of gross) didn’t come off 
till July 1, but it exerted some pull too. 
Says Carmichael: “There was probably 
some price buying, people trying to 
stock up before the raise went into ef- 
fect.” He doesn’t think the pre-July 
scramble will cut into this quarter’s bill- 
ings: “demand still looks pretty strong.” 

To keep up with last half’s “strong 
demand,” President Evans doubled 
capacity at his Houston, Texas caustic- 
chlorine plant in what may have been 
the neatest trick of the year. “We 
didn’t expand the plant’s physical size 
at all,” chortles Carmichael, “that’s the 
important thing.” The gain, a techno- 
logical one, was carved out by “looking 
around and using a little ingenuity.” 

Alkali’s technical ingenuity is cur- 
rently being lavished on still another 
Houston plant. A polyvinyl chloride 
setup is being coaxed into “trial produc- 
tion.” Output, a basic plastic, goes 
into “raincoats and those galoshes the 
women wear.” When the plant will 
finally settle into production stride and 
how much it will weave into net, Car- 
michael “is not prepared to say.” Earn- 
ings, like those of recently acquired 
Belle Chemical Co., will probably not 
be fully felt until later this year. But 
both are milestones in President Evans’ 
diversification drive out of relatively 
low-margined bulk inorganics into more 
profitable organics. From a standing 
start in 1948, the latter bounded to 16% 
of gross last year. And despite the earn- 
ings bugs in organics-based insecticides 
so far this year, Evans is apparently 
sold on them. 
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Well tale to you obout your next plout sito. 


Along the B&O are good plant sites to 
choose from, in the economic atmos- 
phere for profitable production. Our 
Industrial Development men can guide 
you to the best site for your purpose. 
Let us weigh your factors and prepare 
a special study for you. No obliga- 
tion involved! 


We have helped many leaders of 
industry find profitable plant sites... 
and some come back for more! For 
your own guidance, ask our man! 


Industrial Development representatives await your 
call at: 





New York 4 Phone: Digby 4-1600 
Baltimore 1 Phone: LExington 97-0400 
Pittsburgh 22 Phone: COurt 1-6220 
Cincinnati 2. Phone: DUnbar 2900 
Chicago 7 Phone: WAbash 2-2211 


Baltimore & Ohio 


Railroad 


doing things 














COMMUNICATIONS 





QUICK MONEY FOR WU 


LONG PATRON SAINT of footloose youth 
far from the family coffers, Western 
Union Telegraph Company intensified 
its mercy work last month. The big 
telegrapher set up two fully-staffed of- 
fices in the heart of the Third National 
Boy Scout Jamboree in Santa Ana, 
Calif., specialized in collect wires for 
emergency cash. 

For President Walter P. Marshall, 
whose own demands for quick money 
suddenly became urgent last month, 
there was no one to wire for help. His 
need arose when a Senate subcommit- 
tee on commerce recommended sale of 
American Telephone & Telegraph Com- 
pany’s teletype and teletypewriter ex- 
change services (TWX) to Western 
Union. This, said the lawmakers, is the 
only acceptable way to strengthen WU 
financially. 

The idea is not new—the company 
has angled for TWX since 1943 when 
WU merged with Postal Telegraph— 
but this is the first time a government 
group has OK’d it. Obstacles are the 
same as they were in 1945 when AT&T- 
WU negotiations were first broken off: 
Big Telephone’s asking price and WU’s 
cash shortage. From ATT’s viewpoint, 
President Cleo F. Craig reports “the 
Bell companies have no desire to sell 
this business.” But if Congress says the 
deal is in the public interest, Telephone 
“would consider such a sale ‘if’ the 
interests of their customers were pro- 
tected as to service, the interests of em- 
ployees now furnishing the services 
were protected, and if fair compensa- 
tion to AT&T stockholders were as- 
sured.” 

In the past, Communications Work- 
ers of America, CIO, representing about 
300,000 AT&T employees, has opposed 
the sale to WU. They feared members 
would lose rights to a funded pension 
plan. Western Union pensions, lower 
than AT&T's, are financed on a pay-as- 
akg basis from a revolving fund. 
Marshall thinks employee protection is 
no problem. More trouble will come in 
establishing a purchase plan within a 
reasonable time. 

Although Marshall puts TWX’s value 
at “around $50 million, or possibly a 
little more,” AT&T figures a detailed, 
$1 million study would have to be 
made to set a price. Data filed with 
the Federal Communications Commis- 
sion indicate TWX revenues were $64 
million for the year ending in Septem- 
ber 1952. Since then rates have been 
lifted to bring in $8 million more. For 
most utilities it takes $3 of investment 
to produce $1 of revenue, a yardstick 


putting TWX’s value at $216 million. 

Whatever tag is ultimately pinned to 
the property, where will Marshall get 
the cash? “We'll cross that bridge when 
we come to it,” says he. “We might try 
to get insurance money, or possibly it 
could be done through rights to stock- 
holders, or by floating a convertible 
debenture issue, or even by a combina- 
tion of methods.” 

Right now any big deal would strain 
Western Union, although its fiscal 
health is fair. Net is up sharply, $3.5 
million ($2.82 per share) for the five 
months to May $1 vs. a $7 million 
deficit during strike-bound April and 
May last year (see Forses, May Il, 
1953, p. 30). Working capital hovers 
around $26 million, enough for normal 
needs. But debt stands near $50 mil- 
lion, $1 for every $5 of assets and 29% 
of net property. Some $35 million of it 
must be paid or refunded by 1960. 
Whether bankers would risk more long- 
term money on Marshall depends, of 
course, on the earnings TWX would 
bring. With its recent rate rise, the 
AT&T arm is earning its parent about 
7%, compared with WU’s 2.8% return 
after taxes in 1951, 0.6% in 1952 and 
about 4% currently. 

If TWX is not acquired, the sub- 
committee sees only three possibilities 
for century-old WU: (1) sale of the 
telegrapher to AT&T to make one big 
communications monopoly; (2) a WU 





. TEMPORARY BOOTH, CHICAGO: 


1,900,000 new phones, no new net 
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service cut to about 125 key cities 
where traffic is heavy enough to be 
profitable; (3) government ownership, 
None of these appeal to the Senator 
or to Marshall. Says he: “We intend to 
make an offer at the earliest possible 
date.” 


SLOW MONEY FOR IT 

To CLEAN up company organization, 
fast-changing International Telephone 
& Telegraph got owners’ go ahead last 
month on merging manufacturing and 
research subsidiaries with the parent. 
The move followed Chairman Sosthenes 
Behn’s announcement he would mar- 
ket $35.9 million in convertible de 
bentures to clean up some financial 
odds and ends. 

To have been offered to stockholders 
at the rate of $100 of debentures for 
every 20 shares held, the flotation was 
to pay off bank loans, supply ready 
cash. After a long look at wavering 
Wall Street, Colonel Behn cancelled 
the deal “because of market condi- 
tions.” Said a Manhattan spokesman 
for chief underwriter Blyth & Com- 
pany: “We're keeping the SEC registra- 
tion alive. Whatever IT&T does de- 
pends strictly on the market.” 


SAME MONEY FOR AT&T 


BETWEEN 1952’s second quarter and 
the same period this year, American 
Telephone & Telegraph added more 
than 6,000,000 common shares. But 
the nation’s biggest corporation netted 
exactly the same amount per share in 
both quarters—$2.56. The reasons: 
more phones in service; higher rates. 

Money came from other sources. In 
his quarterly report, President Cleo F. 
Craig called attention to the company’s 
fifth anniversary in TV network service. 
“When the Bell System first provided 
this service in 1948,” he recalled, 
“about 900 miles of television channels 
interconnected five cities along the 
Eastern seaboard. Today some 35,000 
miles of radio relay and coaxial cable 
channels make network programs avail- 
able to 140 television stations in 9% 
cities all over the country and addi- 
tional facilities are now being built.” 
This hook-up is valued at $100 million. 

Altogether the Bell System gr 
$4.2 billion in the 12 months ended 
May 31 vs. $3.8 billion the year before. 
In the process, Craig’s complex ad 
1,900,000 telephones (more than the 
total served by General Telephone), 
brought the total to 40,400,000. | 

But Telephone’s high-cost bugaboo is 
still hanging on. For the comp 
periods, revenues per telephone were 
up from $95.94 to $1038.96. Costs 
climbed too, from $67.84 to $73.51 
But net per phone was down, $11.26 
to $11.02. 
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NEW IDEAS 





Rifle protector 


No need to oil or grease your rifle 
when you slip it into a Stephens Rifle 
Bag for storage, says the manufacturer. 
Basis of the protection is a treated liner 
in the bag which liberates a dry vapor 
that adheres to metal parts, protecting 


them from atmospheric humidity and 
consequent corrosion. Maker claims the 
same protective agent was used by the 
Army during World War II to prevent 
rust and corrosion on weapons during 
shipment and storage (The Stephens 
Co., 11 Hill Street, Newark 2, N. J.). 


Roll ’em out 


A clear plastic container designed to 
hold a full roll of stamps, and keep 
them clean and safe from damage. The 
stamps are dispensed with a single 


movement of thumb or finger, and a 
gadget inside prevents the stamps from 
rolling back where you can’t reach 
them (Office Accessories Corp., Encino, 
Calif.). 


Easy-freeze shelf 


Made of tubing brazed to expanded 
metal, this shelf allows the free flow 
of air over and around all freezing sur- 
faces. Result: higher heat transfer at 
lower operating cost. Designed for up- 
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right home and commercial food 
freezers (Tranter Manufacturing, Inc., 
Lansing 4, Mich.). 


Spin belt 

Made of heavy duty plastic, the Spin 
Belt has seven transparent containers 
which will hold up to 25 spinning lures. 
There is an inside pocket for hooks 
and leaders, and a movable side pocket 
with transparent front for spools, lines, 
sinkers, swivels and other accessories. 
The belt will float if accidentally 
dropped in the water (Continental In- 
dustries, 684 North Sangamon St., 
Chicago, IIl.). 


Ice-cape 


Plastic sheet keeps windshield clear 
of ice while car is parked. It resists 


cold down to 60° below zero. Comes 
in plastic waterproof bag for storage 
in the glove compartment. Fits easily 
over the windshield and is held in 
place by the car doors and the wind- 
shield wipers (Earlanco Gift Shop, 
East Earl, Pa.). 


Hot seat for bugs 


The Detjen Insectocutor Lantern at- 
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YOU CAN STRIKE 
COFFEE 


IN YOUR HOME TOWN 


Only Rudd-Melikian, Inc, 
manufacturer of the world’s 
most complete line of auto- 
matic coffee dispensing equip- 
ment can offer this unusual 
opportunity to profit by the 
tremendous demand for Amer- 
ica’s favorite beverage. Dis- 
pensers for factories, offices, 
stores, gas stations, hotels, 
restaurants, etc. Distributor 
sells, services or leases equip- 
ment—sells Kwik-Kafé Coffee 
and supplies. 


Sendforfree20-page 
catalog-brochure, 
which tells the Rudd- 
Melikian story. 


RUDD-MELIKIAN, Ine. 


Dept. F, 1949 N. Howard St. 
Philadeiphia 22, Pa. 


ey territories still available for 
pa Bs include Chicago, Cleve- 
land, Albany. Write for full details. 











tracts insects by the light and then 





electrocutes them on low-tension wires. 
Lantern takes any light bulb up to 200 
watts, gives illumination while clearing 
the air of nocturnal insects (Detjen 
Corporation, Electrocuting Fly Screen 
Division, Pleasant Valley, N. Y.). 
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REALTY INVESTMENTS 
565 FIFTH AVENUE » NEW YORK 17,N. Y. 

















In the packaging of cosmetics and toiletries, beauty is a 
requisite that is secondary only to protection for the 
product. That is why the MeritSEAL closure is so widely 
used on so many fine products in this field. ] 


A product of CROWN 
CORK SPECIALITY CORP. 
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MeritSEAL is an all metal screw cap which is unsurpassed 

y for dependable sealing . . . yet there is no visible thread 
to mar its sleek outer appearance. This is accomplished by a unique 

and ingenious method of construction. The thread is made from a separate strip 
of metal which is inserted and locked into the fabricated metal shell. 
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LINER 
THREAD The result is a closure that is sleek, trim and efficient . . . one that lends 


SHELL beauty and glamor to the package and at the same time is economical 
to buy and use. 











Development of the MeritSEAL closure by the Crown Cork Specialty 
Corporation, a Crown subsidiary, is another example of the way Crown works 
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with the industries it serves . . . how it contributes to the better packaging 
of a vast number of products used in the homes of America. 


pe. OS {Pa 
CROWN CORK & SEAL COMPANY 


Originator of the Bottle Cap and World's 
Largest Makers of Metal Closures 


BALTIMORE 3, MD. 






Products made by 


ako VN and its subsidiaries: BEVERAGE BOTTLE CAPS + BEVERAGE BOTTLING MACHINERY 


MILK BOTTLE CAPS «+ MILK FILLERS « METAL CAPS AND CLOSURES + CAPPING MACHINES « -PACKERS' 
CANS « GENERAL LINE CANS + BEER CANS «+ “SPRA-TAINERS” «¢ “FREEZ-TAINERS” + MERITSEAL CAPS 


Subsidiaries: 


Crown Can Company, Philadelphia, Pa. « Western Crown Cork & Seal Corporation, San Francisco, Cal. » Crown Cork Specialty Corporation, St: Louis, Mo. 
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THE FORBES INDEX 


Solid line is computed monthly, gives equal weight fo 


five factors: 


. How much are we producing? (FRB production index) 
. How many people are working? (BLS non-agricul- 


tural employment). 


. How intensively are we working? (BLS average 


weekly hours in manufacture) 


. Are people spending or saving? (FRB department 


store sales) 


. How much money is circulating? (FRB bank debits, 


141 key centers) 


Factors 4 and 5 are adjusted for value of the dollar 
(1947-49= 100), factors 1,4and 5 forseasonal variation. 


Dotted line is an 8-day estimate based on tentative fig- 
ures for five components, all of which are subject to later 


revision. * 


FORECAST 
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By votTinc overwhelmingly (87%) for 
continuation of 90% parity suppoms in 
retumn for controls on acreage, wheat 
farmers last month emphasized again 
that America’s “free enterprise” enthu- 
siasm is dampened. Like most other 
businessmen, farmers have been first to 
second cries of “creeping socialism,” 
have long damned all shapes and forms 
of subsidies for others. But when it 
came to putting their own tax-propped 
incomes in jeopardy, they were as 
quick to run for legislative cover as 
the most heavily-subsidized shipper or 
airline operator. Since independent 
farmers have been historically the last 
to trade freedom of action for security, 
this is a landmark of sorts. It under- 
scores a circumstance to which inves- 
tors and enterprisers tend to give too 
little thought. 

Although even the most complacent 
economist will not term a depression 
impossible, the practice of looking to 


uw 
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Washington for help whenever the re- 
cession wolf howls, helps to stave ott 
economic collapse. For the aged, there 
is social security; for idled workers, un- 
employment insurance. There are pro- 
tective tariffs for hungry industries, 
loans for struggling businesses, guaran- 
teed mortgages for home buyers and a 
host of other aids. 

No one of these, of itself, is enough 
to guarantee ease and comfort to the 
recipient. But each supports a floor be- 
neath which the beneficiary cannot fall. 
And by transfusing fresh money into 
the commercial stream whenever lay- 
offs, foreign competition, farm or in- 
dustrial hardships hover, the federal 
government will undoubtedly try to 
revive an ailing economy. 

What about defense runoffs? Arms 
outlays will eventually diminish, but 
the chances are spending will not. Law- 
makers are already talking of pouring 
billions into the backlogs of needed 








schools, hospitals, roads, Shifting from 
guns to public works, say they, will 
take up the slack, keep business wheels 
spinning at high speed. 

The meaning of such a philosophy— 
whether good or bad—is that investors 
must expect corporate earnings and 
dividends (and their own incomes) to 
feel the continued pain of high taxes. 
And stock price evaluators must keep 
discounting earnings to allow for in- 
come taxes, holding market prices be- 
low what they “should” be. Business 
can remain good, could get better. But 
the inflation-fanning flow of dollars 
from Washington costs money, and 
someone must pay the bill. 

High earnings, big dividends and low 
taxation are the rewards of an economy 
free to take the risk of boom or bust. 
More secure and smaller returns are 
the prices paid for keeping govern- 
ment’s steadying hand on the fiscal 
pump.—R. L. Mum. 








* inal figures for the five components (1947-49 = 100) 











July Aug. Sept. Oct. Nov. Dec. Jan.’53. Feb. Mar. April May June 

Production ...nde<ea0e 103.5 114.6 120.5 122.2 125.9 127 128.1 129.2 130.3 130.8 130.3 130.3 

Employment .......... 105.4 107.8 109.4 109.5 110.0 112.0 108.4 108.4 109.0 111.7 112.1 113.0 

PS. islhdda<cwediads 100.0 100.8 103.0 103.5 103.2 104.8 103.0 102.8 103.2 102.3 101.8 101.8 

Sets seme 99.7 108.4 100.9 108.4 106.5 110.4 106.1 106.1 108.0 102.3 109.8 110.9 
saasewsenst 137.4 116.0 A . { : 135.8 135.3 136.1 
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Over-the-Counter Stock - 
Rises 145% in Month 


Read about this spectacular oil in the current 
issue of OVER-THE-COUNTER SECURITIES 
REVIEW. -Also contains detailed study of key 
companies in the growing plastics industry. Invest 
only $4.50 to receive full year subscription to 
OCSR, plus a copy of Over-the-Counter Dividend 
Champions, featuring 175 companies paying divi- 
dends regularly from 20 to 102 years. A pocket- 
size monthly, OCSR is packed with hard-to-find 
information on the largest and fastest-growing 
U.S. investment market. Regular features include 
earnings, dividends, prices of hundreds of com- 
panies. Also details of new products, facilities, 
mergers, financing. Other departments are Initial 
Offerings, Canadian Comment, Mutual Fund 
Memos, Utility Notes, Special Industry Surveys, 
Stock Index. Finally, there’s unique Free Litera- 
ture Service to bring you broker reports on 
special situations. 


Join over 5,000 subscribers! Send your $4.50 to 
OVER-THE-COUNTER SECURITIES REVIEW 
Department 2D, Jenkintown, Penna. 














Market Procedure Now 


Our current bulletins contain a calm and 
authoritative appraisal of the changing condi- 
tions affecting the stock market, and set forth 
a program to follow in adjusting portfolios to 
meet these changes. 


Our service is devoted to the problem of 
investing successfully. It is understandable and 
instructive. It enables readers to acquire a 
practical knowledge of the stock market, to 
time purchases and sales well, and to select 
the right kind of investments. 


This is a good time to get acquainted with our 
work. Our weekly bulletins should prove espe- 
cially helpful at this stage of the bull market. 


To receive the next four issues, just mail in 
$1. (New readers only, please.) 


BARBOUR'S 


Investment Service, Inc. 
105 West Adams Street 
Chicago 3, IIl. 


























“SELECTING THE RIGHT STOCK” 


A book of Studies on the Stock Market profusely Illus- 
trated with long term charts shows how individual 
stocks move in Sequence rather than tegether and clearly 
explains principles of market action for Selecting the 
Right Stocks for the next big swing. Price $5.00 


Satisfaction guaranteed or money refunded 
THE GOLDEN HARVEST 
Method for Trading in Commodities 
Details upon request 
MARKET INSTITUTE 
8029 Fareholm Dr., Los Angeles 46, Cal. 




















PLANNING 


YOUR FORTUNE 


$1 


For MAXIMUM In- 
STOCK to BUY come, safety, and Profit. 
Fleming’s 1953 ‘‘Stock of the Year.” Passes 14 
Tests. (1952 choice, “TK” @ 10%). Summary, 
airmail, $2. Successful Traders Analysis, Box 
5244, San Diego 5, Calif. NOW. 


How to PLAN. Profit PLANNING 
Chart. $100,000 goal, $30/mo. Stock 
Selection, 14 Tests. Story to Re- 
member. How to start. Mail $1. 
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Accurate timing helps you 


to trade with success 
Get weekly advice on 466 stocks based on most 
modern scientific methods. Trial subscription 
six weeks for $5., or get current report 
Free to new inquirers. Ask for Report F112. 
American Investors Service 
Larchmont, N. Y. 





INVESTMENT POINTERS 


by C. M. MESSENGER 





Formula for investing 


THis Is a time, in my opinion, when a 
conservative financial advisor ought to 
stress the elementary importance of 
keeping money as against the making 
of it so far as stock market operations 
are concerned. Anyone who is respon- 
sible for other people’s money and who 
respects other people’s capital as he 
respects his own is bound in common 
honesty to suggest that, contrary to the 
prevailing credo, common stocks are 
not very good things to own when their 
prices are going down instead of up. 
Ask the 1946 “investors” in Loew's and 
Schenley Distillers or the 1951 “inves- 
tors” in Celanese, Parke Davis and 
Anaconda, to mention only a few! 

It has been my observation that the 
greatest single cause of failure in the 
stock market is the almost universal 
habit of basing operations on what one 
believes is going to happen in the fu- 
ture. The future is essentially unfath- 
omable, but the past record of what 
actually has happened is available to 
all. If more investors would be guided 
by what has happened rather than 
what they come to be convinced will 
happen, then their chances of success 
would be vastly increased. 

Today it is obvious that we are in 
a period of prosperity. Earnings and 
dividends are still high in relation to 
stock prices, obscuring the fact that 
break-even points and debt are also 
high and profit margins thin. Few ob- 
servers can persuade themselves or 
their readers that any apparent end of 
the boom is in sight; I will merely rest 
my case on this point: that the record 
to date will show a substantial recovery 
from the last period of really low stock 
prices has taken place and that prop- 
erly selected securities have shown 
large appreciation. 

Almost any well-conceived formula 
plan, whose purpose it is to force in- 
vestors to sell high and buy low, con- 
trary to their normal inclinations, would 
today call for more backlog and less 
common stocks than at any time in 
years. 

With the stock market at 23-year 
highs, isn’t it true that most of your 
buying should have been done years 
ago and that you should already be 
well started on your way toward cash- 
ing in substantial profits? In my opin- 
ion, the average businessman investor 
to whom income is of little consider- 
ation and who has most of his portfolio 
in common stocks at this time is letting 
his hopes triumph over his experience. 


32 


There is more 
than one way to 
make and keep 
money in the 
stock market. 
The important 
thing is that 
every investor 
adopt some program and set of prin- 
ciples which he can live with over 
the years and then stick to it. So far 
as the selection of securities is con- 
cerned, my inclination and experience 





‘leads me to favor the purchase of lead- 
‘ing stocks in depressed industries. 


It is important that the investor un- 
derstand that a period of adversity for 
an industry is a very good thing. Such 
a period shows up the managements 
and the companies who really have 
what it takes to come through on top 
in the battle for survival and the right 
to reap the profit harvest of the follow- 
ing boom. 

The ideal time to buy stocks obvi- 
ously is when all industries are de- 
pressed and one can readily build a 
balanced portfolio merely by taking the 
biggest and strongest companies in 
each of the major industries. 

Today there are very few depressed 
industries except possibly in a relative 
sense. Such interest as a conservative 
investor may have in equity securities 
today ought to be confined, I think, to 
these relatively depressed groups. But 
there is almost certainly no urgency 
about acquiring a full complement in 
such industries. 

Paramount Pictures has weathered a 
long period of adversity for the movie 
industry rather better than most and it 
offers substantial elements of value 
from a long-term standpoint. Still I 
would feel that no more than half of 
one’s ultimate desired holdings of Para- 
mount should be acquired in the pres- 
ent boom atmosphere. 

About the only industry that I can 
appraise as being genuinely depressed 
today is the gold mining industry. It is 
in this group that I feel that properly 
selected stocks of leading companies 
carry perhaps the least risk of loss and 
the greatest potentialities for gain. 

Certainly during the years of infla- 
tion since 1940 the gold mining indus- 
try has undergone a severe testing. Its 
costs have been rising; the price at 
which it may sell its product has been 
fixed at $35 an ounce. Gold mines, 
particularly marginal mines, have been 

(CoNTINUED ON PAGE 37) 
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The experience of half a century has 
enabled us to work out what we believe 
is a scientific formula for fortune build- 
ing. Success over many years has proved 
that quick fortunes are made knowing 
what to buy and when to buy and sell. 
The secret is in knowing the time to sell 
to the false optimists and the time to buy 
from the misguided pessimists. Today, 
while you are reading this, we offer you 
another opportunity of a life time. Only 
a few short years ago you might have 
bought one of our discoveries at three 
dollars that went to one hundred and 
eighty-five dollars. 


Years of conspicuous success has built 
us pre-eminent recognition. That is why 
worried investors write from many parts 
of America to get the “Stock Market Ap- 
praisements” we formerly syndicated 
nationally on financial pages under the 
heading, “ROYSTONE SAYS.” 


Our newspaper followers realized that 
when and what to buy and sell is about 
all one needs to know. That’s why Wall 
Street is so anxious to keep in contact 


This demand from everywhere for our 


YES—FORTUNES ARE BEING MADE 
IN THESE GROWTH DISCOVERIES 


of growth potentials. While we await op- 
portunities, like we now see in certain low 
price stocks, they need instruction to 
protect them from the dangers of ill ad- 
vised speculation. 


GROWTH FIRST — THEN DIVIDENDS 


One of the most prevalent fallacies 
that distorts the judgment of the average 
investor is the idea he can buy when the 
market “looks good” and be sure of a 
profit. He does not realize the great 
number of stocks listed that are in 
a natural stagnation. He does not know 
how few are impulsed by natural ad- 
vantages. 

Thinking realistically, we must agree 
that fortunes are built from small funds 
only through far-sighted specializing not 
through diversification. A few poor selec- 
tions destroy the gains of years. Funds 
were greatly increased when our clients 
bought a pre-reorganization bond that 
doubled in price at seventy and sold to 
buy an oil stock near seven that went 
through 21. A recent discovery has done 


al, este athiieeaitidixen W. H. ROYSTONE even better the last few days. Our re- 
INVESTMENT ANALYST search should produce great fortune- 


. é Xr C Who, from devoting many years building fortunes building results from issues we are now 
reliable guidance on fortune building for Investors, wrote “Ameri ”* called 


erica Tomorrow,” examining. 


: ‘ a “the most far-seeing economic guide for the alas é 
forced us to publish our guidance in in future,” sent free to his personal clients with The only sure fortune-building is done 
expensive weekly lessons. his ‘27 Safety Rules” for investors and traders. 





To buy “sleeping” growth situations 
before the public recognizes their potential values largely elimi- 
nates the hazards of speculation. Now thanks to the discovery 
made while evaluating fundamental psychological factors found 
in the Roystone Heavy Industry formula, we are guided to detect 
the difference between distribution and accumulation, to tell the 
correct time to buy and sell. You see, we follow the funda- 
mentals that make for profits. We recommend the issues that 
show the greatest fortune-building potentials for immediate and 
long-term enhancement. We are amazed at the fortune-building 
potentials of low-priced “sleepers” we discover. 

Without proper preparation the average investor never has a 
profit chance. Instead of building up a fortune in a few years, 
he sees his funds shrink. Unfortunately, investors and traders 
too often buy when they should sell and sell when they should 
buy. To prevent these errors, we developed our 27 Safety Rules 
for Investors and Traders. 

Today, we realize we have reached a condition in our economy 
that puts too many “seasoned” investments under shrinkage 
pressure and so have poor growth values. Investors should not 
seek dividends at the expense of fortune-building. 

To protect our clients, we continually caution, “Buy future 

growth not just current dividends.” In order to protect clients 
from getting funds frozen in “stocks having excellent past 
dividend records” we select growth values in their infancy. 
Buying special situations, long-term growth possibilities inde- 
pendent of general conditions, makes all the difference between 
failure and fortune-building. Our being first to discover the 
fabulous growth prospects in Canada years ago resulted in mak- 
ing fortunes for hundreds of our clients. The profit prospects 
are just as great today, especially in certain low-priced growth 
stocks that should quickly double in price many times. 
_ Naturally, the long trend turning points are essential to the 
investors. Knowing a “bull market” from a “bear market” is the 
One guarantee of security. During the past year the great ma- 
jority have been wrong. Waiting and watching for growth values 
has built most of the large fortunes made in Wall Street. It 
would require pages of space to reprint the hundreds of letters 
ot gratitude from longstanding clients now in our files. 

here are thousands of smaller investors, intelligently accumu- 
lating fortunes who welcome technical data and a diagnosis 





——— 


through such fund-enhancement research. 
Our fortune-building requirements call 
for at least a fifty per cent fund gain each year. Instead, 
the great majority of investors see their cash values shrink 
each year. 


Read what the Press Service that 
syndicated our “Comments” said: 


“What ‘Roystone Says . . .’ is respected by the best in Wall 
Street from the small speculator to the largest investment trusts. 

“One thing is certain: Roystone knows the stock market. 
With a truly remarkable record in earlier years, while writing 
for this service he has foreseen all the important market changes. 

“Followers all over America look upon Roystone as the most 
reliable long-term market diagnostician among the many good 
Wall Street technicians.” 


We earnestly believe there is a tremendous need for honest 
investment and business guidance. Such assistance can be de- 
rived only from factually appraising future investment oppor- 
tunities in the light of political and social trends. Without such 
guidance, there is small hope for the individual in his quest for 
financial independence. Too many keep guessing until they 
guess themselves into poverty. That is indeed sad when we 
realize that fortune-building has been reduced to a science. 


THE HUNDREDS OF LETTERS OF GRATITUDE AND PRAISE 

FROM OUR THOUSANDS OF HAPPY CLIENTS LIVING 

ALL OVER AMERICA AND THROUGHOUT THE WORLD 
WOULD FILL VOLUMES 


Now to help you in your personal problems we have created 
our special protective and instructive Contact Service to re- 
place our newspaper comments. The fee (for 52 weeks) for the 
present is only twenty-five dollars or five dollars for advice 
covering the next seven weeks of the current critical period. 

Remember, knowing when and what to buy is the secret of 
safety and success in fortune-building in Wall Street. When you 
send check for $25.00 be sure to ask for “America Tomorrow” 
and those famous 27 Safety Rules for Investors and Traders in- 
cluding our analysis of our latest fortune-building discovery. 
W. H. ROYSTONE, Forest Hills 7, Long Island, N. Y. (Insti- 
tuted 1931.) Midtown consultation appointment, $25. 
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Tennessee Gas 
Transmission 
Company 


DIVIDEND NO. 24 


The Board of Directors has de- 
clared a quarterly dividend of 35c 
per share on the Common Stock, 
payable October 1, 1953 to 
stockholders of record on 
September 4, 1953. 


J. E. IVINS, 
Secretary. 








THE TAYLOR 
TRADING TECHNIQUE 


By Georce D. TaYLor 
Contains (3) Methods, for commodity-grain- 
stock traders. For daily active trading, with 
the only ‘Automatic Tape Reader’—The 3-Day 
Method —and The Basic Method for Trend 
Trading in stocks. Not an advisory service 
or charting system. 
Send for a descriptive folder. 


LILLY PUBLISHING CO. 


Box 7265 Station G 


Dept. F-3 P. 0. 
Los Angeles 37, Calif. 














STOCK MARKET 
SUCCESS STORY 


After 24 years of hard knocks and study, the 
author learned the secret of “beating” the 
market—without taking needless risks. She 
made a fertune in stocks, has never aver- 
aged less than 35% per year! The most 
important financial lesson in your life— 
written in delightful, non-technical style. 
“BUY LOW—SELL HIGH.” Postpaid $2. 


STOCKFAX, 429, NORTH SYCAMORE 


LOS ANGELES 36, CALIF. 


















MARKET COMMENT 


by LUCIEN O. HOOPER 





Time for investment, not speculation 


IT Looks as if the D-] Industrials may 
work up through the 275-279 supply 
area with which it has been struggling 
and attack the more imposing resistance 
at 285-290, but I am not looking for 
new highs. The D-] Rails still have a 
chance to make new highs because of 
their most excellent earning environ- 
ment; but they will run into a thick 
supply of shares at 109 to 118. 

All this reasoning about “the market” 
and the averages, however, is not too 
helpful in solving the problems of the 
investor—because this is such a selec- 
tive, sophisticated market. The chances 
are that any “break” we get this fall 
or winter will be almost as selective 
as the midsummer rise. The chances of 
making any substantial profit by get- 
ting out and getting back in (unless 
you happen to play the right stocks 
and run into luck rather than have good 
judgment in timing) are not too allur- 
ing. The fellow who really makes 
money in stocks usually is the one who 
buys the right ones and stays put 
through any market wrinkle like the 
one in prospect. 

The Federal Reserve Board Index of 
Production, which was up to 243 in 
May and 241 in June, dropped to 232 
in July. Probably it was up a little in 
August, and it may not be off too 








WARRANTS 


50c, then to $2.20 in about a year. 
ATOMIC STOCKS 


A detailed special report on the atomic 
energy and uranium mining industry, 
covering: 

28 Canadian uranium stocks. 

U. S. uranium mining stocks. 
Atomic instrument makers. 
Uranium milling companies. 
Builders of AEC plants. 
Low-priced uranium stocks. 
Importance of atomic energy. 


Atomic Report $2 [] 





2 SPECIAL REPORTS— 


ATOMIC-URANIUM STOCKS 


What They Are... 
35 Now Traded... 


Learn about atomic-uranium stocks in the U. S. and Can GUNNAR 
GOLD WAS $2.25 LOW 1953; $13.75 HIGH. — 


Learn how to trade in warrants which are similar to low-priced stocks. For 
example, Frobisher warrants were 30c in 1952, went to $2.21, then back to 


=meaw eames Qrder Forti oan ooo oo ee am Please Prints a mom mo 


Warrants $2 [J 


SUCCESS PUBLISHERS, INC., bept. c1, 710 S. Federal, Chicago 5, Ill. 


WARRANTS 


This report discusses in detail what 
warrants are, their importance, how 
traded. Lists the 35 warrants traded 
in the U. S. and Canada; gives ex- 
change and price of common and or 
warrants; lists exercise price and ex- 
piration date plus price range data. 


Both Reports [J 
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much in Septem- 
ber. Before the 
end of the year, 
however, the In- 
dex easily could 
be down as low 
as 220-225. That 
won't look low, 
of course, against 193 in July of 1952, 
at the time of the steel strike. 

The reason the FRB Index of Pro- 
duction will stand up relatively well 
is that it is heavily weighted with con- 
sumption industry activity. It will fee 
some drop in steel production and the 
perhaps more-than-seasonal drop in 
automobile activity. Later in the year, 
in all probability, it will feel a con- 
siderable decline in rearmament pro- 
duction, especially in hours worked on 
munitions and airplanes. 

My idea, subject to later amendment, 
is that the FRB may get down around 
210 before Easter. Most economists 
and analysts, I think, would argue that 
my estimate is too low. But I expect 
more rearmament curtailment than they 
do. 


From my column in the preceding 
issue, some people got the idea I in- 
ferred that “peace is bearish.” In the 
longer run, reopening of trade lanes in 
Europe and Asia is about the most 
“bullish” thing that can happen. 
Blocked trade lanes, rather than a few 
evil men like the Kaiser, Hitler and 
Stalin, have been the cause of the more 
or less continuous political and social 
unrest that has plagued the past 40 
years; and for the first time in years 
there is at least hope that trade may 
be allowed to return to its traditional 
and logical geographical lanes. 

That’s the long run outlook—perhaps, 
or if you are optimistic, probably. On 
the other hand, the short run outlook 
(especially in this country, which is 
relatively little influenced by foreign 
trade as compared with Europe and 
Asia) faces an interim, but perhaps 
not too tough, adjustment from forced 
draft rearmament to a more no 
industrial emphasis. Probably that is not 
as bearish on our uninflated D-J Indus- 
trial Stock Average as it is on the FRB 
Index of Production; but it will have 
a definite selective influence on the 
price of some equities. 

Food Fair Stores (28), one of the 
writer's favorite “growth” stocks, has 
been doing very well in the market. 
Earnings for the year to end with 
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March easily should get up around 
$2.25 a share, or better. This com- 
pany’s smart management continues to: 
make the stock one of the best retail 
issues to own. Expansion is continuous, 
and usually seems to be exceptionally 
well thought out. Don’t worry about 
the small dividend. A small dividend 
is desirable in a “growth” stock. 

Beneficial Loan (38), paying $2.40, 
is offering a return of 6.3%. Earnings in 
the first half year were $1.95 a share 
against $1.78 in the first half of 1952. 
With receivables (June 30) up to $301 
million against $257 million a year ago, 
earnings for the full year should ap- 
proach $4. The company is engaged 
in the personal loan business, which 
over a period of years has proved itself 
to be comparatively riskless in good 
times and bad. The time is approaching 
when Beneficial may pay a small stock 
dividend or increase the cash rate 
again. I like it as a defensive, high-yield 
issue with moderate but reasonably 
assured capital enhancement possibili- 
ties. 

Seaboard Finance, a smaller com- 
pany in the same general business, 
earned $1.76 a share in the first nine 
months against $1.67 in the same 
period of 1952. With a net of 50 cents 
or 60 cents a share probable for the 
September quarter, the $2.25 a share 
estimate earlier made seems easy of 
attainment. Receivables at the end of 
June were $128.6 million against $96.6 
million a year earlier. Seaboard added 
30 new offices in the June quarter, 
raising the total number of productive 
outlets to 199. The stock pays $1.80, 
selling around 24 to offer a return of 
74%. A dividend increase would seem 
more distant than in the case of Bene- 
ficial, but slow long-term growth is 
assured. These two stocks are men- 
tioned now because they are “defen- 
sive,” and at the same time afford an 
above-average return. 

On the speculative side, the possi- 
bilities in this month’s release of the 
new broad screen production of “The 
Robe,” a most remarkable picture in 
every way, should find some reflection 
in Twentieth Century-Fox. Columbia 
Pictures has a high-earning film in 
From Here to Eternity.” Universal 
Pictures, in which Decca Records has 
an important stock interest, is planning 
to release 18 major pictures between 
now and the end of the year. 

American Seating, a good “up-and- 
down” stock, is having an excellent 
quarter with sales perhaps about as big 
aS ever experienced. There continues 
to be very confident long-pull accumu- 
lation in Pepsi-Cola, based on the new 
management's performance and plans. 
Marshall Field, regarding which there 
have been a lot of questions asked in 
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the past year, now seems likely to earn 
$3 to $3.50 a share this year, profiting 
from the cotton textile comeback as 
well as better retail profits. 

Burlington Mills, although laboring 
under the current style preference for 
cottons rather than synthetics, seems to 
be making more progress than some of 
the other rayon companies in getting its 
overhead down and putting its house 
in order. This, of course, has been a 
“cotton year” as witnessed by the good 
earnings of Lowenstein which shows 
$3.39 earned in the first half against 
$2.21 a year ago. 

There is an improved feeling about 
the better Oil Shares, especially in 
quarters which are well-informed about 
the industry’s progress. It is remarked, 
with a great deal of truth, that those 
who were bearish on the oils 15 months 
ago were right so far as share prices 
are concerned, but quite wrong in their 
reasons. Earnings and dividends have 
held up or increased, and even the 
“spreads” between crude prices and 
product prices have been reasonably 
well maintained. Oil shares sometimes 
move independently of the general 
trend in the stock market. Most people 
like the shares of the producing com- 
panies better than the shares of those 
companies which have a small produc- 
tion in relation to refinery and market- 
ing requirements. Good things are 
heard about Ohio Oil, Gulf Oil, Stand- 
ard Oil of California and Pure Oil. 

For some time this column has been 
talking down the Farm Implement is- 
sues. A pessimistic attitude toward the 
more marginal companies still is justi- 
fied, but the good ones like Interna- 
tional Harvester and Deere & Co. are 
beginning to look too low to sell. In 
the long run, the strong companies in 
this field will get a bigger percentage 
of the business. Mechanization of farms 
still is incomplete, but the race is to 
the swift. 

In buying stocks, like anything else, 
the best always is the cheapest. This 
is no time to plunge in the low-priced 
shares of weak and marginal com- 
panies. The chances of profits in such 
issues always are in the nature of the 
long-shot bet at the races; and fewer 
long shots are likely to come in ahead 
on the figuratively wet investment track 
just ahead. Don’t speculate in these 
risky things, but invest in the good 
ones. 


Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 





FORBES subscriber families 
own an average of 1,821 shares 
of stock in 11.6 companies. 








ROBERTSHAW - FULTON 
CONTROLS COMPANY 


Greensburg, Pa, 
PREFERRED STOCK 
An initial dividend of 
$.3208333 per share has 
been declared on the 
$25.00 par value 514 per 
cent Cumulative Con- 
vertible Preferred Stock, 
payable September 20, 
1953 to stockholders of 
record at the close of 
business September 10, 
1953. It covers the per- 
iod from June 25, 1953, 

the date the new preferred was issued. 


COMMON STOCK 


A regular quarterly dividend of 374ec per 
share has been declared on the Common 
Stock payable September 20, 1953 to stock- 
holders of record at the close of business Sepe 
tember 10, 1953. 


The transfer books will not be closed. 


WALTER H. STEFFLER 
Secretaty & Treasurer 





August 7, 1953. 











FOR INVESTORS: 


Factually measured—The effect of 


BINING POWER SELNG PRESSURE 


orces controlling trends 
Write for latest Report FM, covering present situa- 
tion, plus other valuable data. Send $1 to cover costs. 


LOWRY’S REPORTS, Inc. 


250 Park Ave., New York 17, N. Y. 











HOW FORTUNES ARE MADE! 


JULY 1932: 
We said: Depression was over. Stocks and com- 
modities ridiculously low. BUY! BUY! BUY! 
(Lows reached July 1932.) 


JULY 1942: 
We urged: Buy certain PEACE stocks, hold un- 
til PEACE came, and later buy yourself new 
$20,000 home and new Cadillac! 


JULY 1942: 
WE ADVISED BUYING HIGH SINCE 
NDY t 34 $10.00 


JULY 1949: ; 

WHEELING STEEL ... at 13.00* 

WORTHINGTON at 14.00 

KIMBERLY CLARE... at 18.00 

GELB ED, 0 dccccccccs at 12.50* 

GOODRICH 

UNION BAG 

(*Making allowance for stock splits) 

DEC. 31, 1952: Market letter said: ‘“‘Get prepared to 
make !°\OFITS ON SHORT SIDE OF COMMODI- 
TIES IN 19538, ' x 
Ist half 1953: CO} 
GOOD STOCKS avVANCED! 
OUR SERVICE began Feb. 1, 1928, now 25 years old 
under same management. Our TUESDAY & FRIDAY 
letters give DEFINITE buying-selling advices on 
WHEAT. SOYBEANS, CORN, OATS, COTTON, 
STOCKS. Our aim: Make big profits in COMMODI- 
TIES, ‘‘salt-away’’ profits in good, sound, promising 
stocks! 
GET QUICK our latest list of 7 far-above-average 
stocks that should double or triple present levels. 


SPECIAL “GET ACQUAINTED” OFFER 


OUR NEXT 5 MARKET LETTERS, issued Tuesdays 
and Fridays, each letter covering ALL 5 markets 
mentioned above—VIA AIRMAIL—ONLY $1. ONE 
trade could make you 100 times that! IMMEDIATE 
acceptance. Use form below—NOW! 


MARKET ADVISORY BUREAU 


Dept. FM, P. 0. Box 2106, Atlanta |, Ga 


Send EVERYTHING mentioned above, via airmail. 
Enclosed $1 in full payment. 
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CLARK 


EQUIPMENT 


Dividend olice 


The Board of Directors of the Clark 
Equipment Company today declared 
the following dividends: 

Common Stock—A quarterly dividend 
of 75 cents per share, payable Sep- 
tember 10, 1953, to shareholders of 
record at the close of business Aug- 
ust 25, 1953. 

Stock—The regular quar- 
terly dividend of $1.25 per share pay- 
able September 15, 1953, to share- 
holders of record at the close of 
business August 27, 1953. 


G. E. ARNOLD 
Secretary 


August 7, 1953 
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YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 











DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of one 
dollar and fifty cents ($1.50) per 
share on the outstanding common 
stock, payable September 11, 1953 
to stockholders of record at the close 
of business August 17, 1953. 


B. E. HUTCHINSON 
Chairman, Finance Committee 
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Consecutive Quarterly Dividend 


A dividend of seventy-five cents 
per share and an extra dividend 
of fifty cents per share on the cap- 
ital stock of this Company have 
been declared payable October 15, 
1953, to stockholders of record 
September 11, 1953. 


EMERY N. LEONARD 
Secretary and Treasurer 
Boston, Mass., August 17, 1953 
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R. J. Reynolds Tobacco 
Company 


Preferred Stock, 3.60% Series 
| Preferred Stock, 4.50% Series 


Quarterly dividends of 90c per share 
op the Preferred Stock, 3.60% Series, 
and of $1.12 per share on the Pre- 
ferred Stock, 4.50% Series, have been 
declared, payable October 1, 1953 to 
stockholders of record at the close of 
business September 10, 1953. 


W. J. Conrap 
Winston-Sa.em, N. C. Secretary 
August 13, 1953 


——— 














STOCK ANALYSIS 





Recession, a discounted threat? 


A miLD midsummer rally did come, 
after all. Earnings reports for the 
first half of 1953 were just too good 
to be shrugged off entirely, and divi- 
dend returns still compare favorably 
with bond yields, except for the high 
tax bracket investor who may prefer 
the stability and liberal yields available 
on tax-free revenue bonds. 

These summer rallies cannot always 
be trusted. Several times before they 
have been deceptive. The stock market 
looked quite robust in August of 1937 
and 1946 only to be followed by severe 
breaks right after Labor Day. Is the 
same going to happen again this year? 

Unless something unforeseen should 
cause an abrupt change within the next 
few months, the year 1953 will surpass 
all previous prosperity records as 
measured by the Gross National Prod- 
uct, personal incomes and employment 
figures. We can be reasonably sure of 
that, even if the tempo of business 
activity should slow down somewhat 
towards the end of the year. Corporate 
earnings and dividends, on the aggre- 
gate, will top 1952 by a good margin. 

However, just as for the past year or 
two, many learned economists, bankers 
and businessmen, although conceding 
prosperous conditions for the near term, 
foresee a recession, probably after the 
turn of the year. We know their argu- 
ments. We have been hearing them 
for quite some time: reduced arma- 
ment spending; cverproduction of auto- 
mobiles, appliances, homes, etc.; declin- 
ing farm incomes; heavy consumer 
debts; large inventories; and so forth. 

I don’t deny the validity of any of 
these arguments. Each and every one 
carries the seed of a possible decline 
in over-all business activity. But what 
these forecasters of doom seem to over- 
look is the universal awareness of these 
danger signals. If a recession should 
materialize, the element of surprise will 
be totally lacking. There isn’t a banker 
or businessman or investor in _ this 
country who has not been paying close 
attention to every cloud on the eco- 
nomic horizon. Everybody has become 
so very cautious in anticipation of the 
imminent end of the long postwar pros- 
perity that the exuberance and specula- 
tive recklessness which formerly char- 
acterized a business boom in America 
has been conspicuously absent. Cor- 
rections are taking place in one sector 
of the economy after the other long 
before conditions become dangerously 
unsound. 
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The stock mar- 
ket certainly has 
been telling this 
story in greatest 
clarity. The stocks 
of companies 
which are poten- 
tially vulnerable 
in a recession are 
selling already at 
prices which seem to discount just 
about everything but a full-fledged de- 
pression. 

There have been no general excesses 
that would call for a drastic re-evalua- 
tion of stock prices. The stock market 
has had numerous corrections whenever 
prices had risen beyond a reasonable 
level—such as the pharmaceuticals in 
1951 or the Canadian oils last year. 

This is not the time to be wildly and 
indiscriminately bullish, but neither is 
there any justification for too much 
bearishness merely because . business 
might slow down late in 1953 or next 
year. Investors, I suggest, should look 
for good value in good stocks and not 
be too concerned about the business 
outlook. Good values abound in all 
groups—industrials, railroads and util 
ities. Here are three examples: 

American Stores, fourth largest gro- 
cery chain in the country, is e 
materially to improve its earnings this 
year over the abnormally low level of 
about $3.90 a share in the last two 
years. My estimate is around $5 a 
share for the current fiscal year and 
perhaps $6 or more within another two 
years. The present $2 dividend is likely 
to be increased or there may be 4 
good stock dividend. Now selling at 
the year’s high of 44, I consider this 
stock one of the best values in its 
and suitable for investment. 

In the railroad field, I am particularly 
impressed by the Chicago, Rock Island 
¢> Pacific which, after going through 
one of the most severe reorganizations 
in railroad history, is a very conserva 
tively capitalized, highly efficient and 
prosperous enterprise. The common 
dividend was recently raised to $5, but 
this is still an exceedingly low payout 
in relation to estimated earnings of 
over $15 a share this year. Yielding 
74% on the present price of 69 
selling at only about 4% times current 
earnings, Rock Island common seems 
to represent outstanding value. 

Among the investment-grade electri¢ 
utilities I like Duquesne Light (a 
about 27%) both for its liberal yield 
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of nearly 6% and for its long-range 
appreciation potential, which is quite 
substantial for a stock of this caliber. 
By 1954 earnings should run well above 
$2.25 a share, which would amply 
justify an increase in the present $1.60 
dividend rate. 

Advance release by air mail of this regular 
article will be sent to interested readers 
on the day of its writing. Rates on request. 





BOOKLETS 





Valuable booklets are published by 
many concerns and made available 
free to interested businessmen. The 
best of these on matters of wide 
interest are listed as a service to 
Forses readers. Address your re- 
quest, by number, to: Subscriber 
Service Dept., Forses Magazine, 
80 Fifth Avenue, New York 11, N.Y. 


220. Trapinc Goop DOoLiars FOR 
WorrtuHiess CuHecks: A wave of worthless 
checks seems to be inundating store own- 
ers and managers across the country. This 
booklet describes the racket and explains 
what credit managers should demand be- 
fore cashing a check (13 pages). 


221. SHopLiFTER Racker TRICKS OF 
THE TRADE: Published by American Stores 
Company to educate food store personnel 
on dishonest shoppers. Since the advent 
of the supermarket and self-service the 
shoplifter has moved into the food store. 
Tricks to watch out for, and ways in which 
the thief conceals food items from the 
checkers are described (13 pages). 


222. Some Worps To THE WisE: On 
June 8, 1958 Benjamin F. Fairless received 
an honorary degree from Knox College 
and addressed the graduating class. Mr. 
Fairless combines a healthy optimism with 
his years of business experience to give 
young people everywhere a dynamic ap- 
proach to solving their problems (16 
pages ). 


223. THe Boss aND TWENTY THIEVES: 
Case histories of business thievery, in fic- 
tion form. Only one of the cases cited had 
a previous record, and most of the thieves 
were trusted employees. The booklet de- 
scribes why people suddenly turn dis- 
honest and describes the methods they 
use in trying to cover up (11 pages). 


224. DiscRETIONARY INCOME AND THE 
Use or Consumer Creprr: Arno H. John- 
son, vice-president of J. Walter Thompson 
Co., takes an optimistic view on the ef- 
fect of peace on our economy. He cites 
the reasons given for the pessimistic pre- 
dictions of depression and refutes them 
with statistics. The brochure is illustrated 
by three tables and eight charts (9 pages). 


225. Tae AvromMosiLe INpustRy: A 
Most attractive booklet giving historical 
background and present pertinent data on 
the automotive industry. It is profusely 
illustrated with photographs and gives 
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many charts to clarify the text. The auto 
industry, trucking industry and auto parts 
industry are all covered, albeit not pro- 
foundly. Earnings, dividends and capitali- 
zation are listed in the back of the booklet 
for all the companies covered by the text 
(29 pages). 


226. WHat PERCENTAGE OF My INVEST- 
MENTs SHOULD BE 1n Common Stocks? 
and Is Ir Time to Buy Lonc TERM 
Bonps?: Two brochures printed by 
the same investment counselor give a 
resumé of market trends and advise the 
buying of stocks and bonds in a ratio with 
the purchaser’s income bracket (4 pages; 
8 pages). 


227. Topay’s YOUTH AND THE FUTURE: 
Text of the 1953 Commencement address 
given by John J. McCloy at Smith Col- 
lege. He compares the world after the 
Napoleonic Wars with the world today. 
Just as culture and industry advanced 
greatly in the hundred years following the 
Napoleonic Wars, so our world has new 
horizons and new peaks to attain (20 


pages). 





INVESTMENT POINTERS 





(CONTINUED FROM PAGE 32) 


operated at low rates of capacity or 
have been closed down. Only those 
mines with better than average grade 
ore reserves have been able to show a 
profit. 

In my opinion the shares of Kerr 
Addison Gold Mines, listed on the To- 
ronto market and traded over-the-coun- 
ter in the United States, provide an ex- 
cellent vehicle for long-term invest- 
ment. It is operated without subsidy 
from the Canadian Government and 
has consistently shown a profit during 
this period of adversity. At the end of 
1952 Kerr Addison reported proved 
reserves of 15.5 million tons of an aver- 
age gold content to $10 a ton. No 
other Canadian mine has proven re- 
serves near this. These reserves include 
only that ore above the 2,500-ft. level. 

Kerr Addison’s operating costs are 
around $5 a ton. The operating margin 
between $10 a ton recovery and $5 a 
ton (costs) has enabled the company 
to earn better than 80c a share, prac- 
tically all of which is distributed in 
dividends. In terms of present (de- 
pression) earnings the stock may not 
appear cheap at $21 a share, but the 
profit margin is wide and promises to 
grow wider as costs decline and ore 
recovery per ton rises. 


Charles B. Messenger, President, Amer- 
ican Institute of Finance, Inc. Boston, In- 
vestment Managers, is substituting for 
Joseph D. Goodman, who is on vacation. 


Advance release by air mail of this regular 


article will be sent to interested readers 
on the day of its writing. Rates on request. 
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10 MISTAKES 

INVESTORS 

DARE NOT 
MAKE 


youu find out what ey: are and 
how to avoid them in Chapter 17 
of the new book by Douglas H. Bell- 
more, noted Investment Counsel, titled: 


“INVESTMENTS 


—Principles and Practices” 
—just published by B. C. Forbes & Sons 


One of these mistakes he warns against is 
unwittingly being made RIGHT NOW by tens 
of thousands of investors and it can wipe out 
all the gains of the last few years! Avoiding 
this one pitfall could make the purchase of 
this book one of the best investments ever. 


Other chapters you should find equally valu- 
able are: 


"Mathematics of Investment"—tells you 
how to figure the value of convertible 
securities, rights and warrants. 


"Taxes and Investments"—+tells how to 
take advantage of Tax Exempt Secur- 
ities, Estate and Gift Taxes. 

"The Timing of Security Transactions" — 
reveals the values and weaknesses of 
technical forecasting, the Dow Theory, 
The Business Cycle Theory, Price-Earn- 
ings Ratios, Margin Trading, Short 
Selling. 

"Dollar Cost Averaging and Formula 
Timing"—shows the workings of the 
Keystone Seven Step Formula Plan and 
the Three Step Variable Ratio Plan. 


"Investment Policy for Individuals"— 
discusses best types of Insurance, An- 
nuities, Savings and Loan Associations, 
Series E, H, J, K Bonds, the purchase 
of a home, detailed investment plans 
for: |. young married man, 2. middle- 
aged entrepreneur, 3. retired man or 
widow with $50,000. 


And this is only a small part of the vast 
storehouse of money-saving and money- 
making helps in this big book. 545 
pages, 20 chapters, 70 tables, 39 charts, 
appendix and glossary. Most complete, 
up-to-date book available. 


MONEY-BACK GUARANTEE 


Send only $7 for this valuable guide to 
financial security. If you are not satis- 
fied, return it within 10 days for full 
refund. Fill out coupon and mail today. 
B. C. Forbes & Sons Publ. Co., Inc. 
80 Fifth Avenue, New York 11, N. Y. ‘ 


of 

Send me book, "Investments—Principles and 
Practices," by Douglas H. Bellmore. | en- 
close [] check, [] money order for $7 (add 
3% in NYC for sales tax). If not satisfac- 
tory, | may return book within 10 days for full 
refund. 
Name 
Please print 
Address 


i | 


(0 Check here and enclose $10 if you wish en- 
larged edition with 12 additional chapters on 
Security Analysis with scores of examples of 
actual professional analyses. 














MARKET PERSPECTIVE 





The skeptic 


BEFORE PARTING with hard-earned 
cash, too few investors lean back and 
take a long, critical look at the market 
situation they're buying into. They 
tend to go for a stock that is on the 
move, for an industry tagged with the 
magic word “growth.” They forget that 
sooner or later even the high-flyers have 
to meet the market tests of dividend 
yield and earnings to justify their price 
quotations. 

In the present tax situation it is 
logical to buy growth. But in no situa- 
tion is it logical to buy growth at any 
price. It is true that with regard to 


digs for oils 


more, the industry has appeal as an in- 
flation hedge, since reserves now in 
the ground will presumably keep their 
purchasing power. And the 27% de- 
pletion allowance before taxes has the 
effect of understating earnings: the 
buyer of Amerada at 164 pays $32.35 
for each dollar of reported net, but only 
$11.10 for each dollar of cash flow in- 
come (as estimated by oil specialist 
George Shaskan). 

Even at that, Amerada’s price-earn- 
ings ratio of 32.3 discounts a tremen- 
dous future improvement in earning 
power. Before the investor decides that 





Earned per share 


Company 1948 Last 12 mos. 
Atlantic Refining $4.22 $4.44 
Richfield 4.19 6.64 
Socony-Vacuum 4.18 5.11 
Jersey Standard 6.00 8,48 
Texas Company 6.03 6.67 





FIVE OILS WITH IMPROVED EARNINGS 


Price-earnings 
Dividend yield ratio Recent 
1948 current 1948 current Price 


5.7% 7.0% 28 6.4 28% 
7.1 6.6 6.7 8.0 53% 
6.3 5.7 3.8 6.9 35% 
2.9 5.7 5.7 8.7 74 
5.8 5.4 4.3 8.4 56 








some oils—the crude explorers particu- 
larly—the “capital gains mood” of the 
market has left the matter of actual 
earnings and yields almost completely 
out of account. This mood, like every- 
thing else in Wall Street, is subject to 
change without notice. A _ future 
chockful of Williston Basins is fine if 
you can cash in on it. Whether you 
can depends on (1) how cheaply you 
can buy such a future in the first place 
and (2) how long it will be before the 
market returns to the basic way of 
evaluating equities—on income produc- 
tivity. At this point, in short, a back- 
ward look at prices and earnings is a 
vital precaution. 

Consider the oils, which have been 
taking a turn for the better lately (see 
graph) after turning down in August 
of last year. Only five years ago the 30 
largest petroleums were selling at a 
modest $4.90 per dollar of earnings. 
During much of 1951 and 1952 the 
same 30 stocks were priced at eight or 
more times earnings. In retrospect, this 
would suggest tremendous improve- 
ment in oil income. But per-share earn- 
ings for the 30 shares amounted to 
$221.99 for 1948; and their latest 12 
months’ earnings total $275.50—just 
24% more. 

In this perspective it is clear that 
lavish future earnings have been built 
into the price of oil equities. Further- 


oils are a good bet, now that crude has 
jumped from $2.65 to $2.90 per barrel, 
he will do well to look around for 
equities whose futures don’t have to 
be paid for in advance. He will find 
few such buys among the big crude 
producers. These largely accounted for 
the 140% increase in the Standard & 
Poor's oil index during the three years 
ending in July of 1952. 

The strength of the gusher rush, as 
measured by changes in price-earnings 
ratios, has been violent. Since early 
1949, Amerada common has been up- 
evaluated from 6.3 times earnings to 
32.8; Houston from 5.8 to 15.1; Pacific 
Western from 8.6 to 21.8; Superior 
from 4.9 to 18.9; Continental from 4.8 


PERCENT 
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to 13.7; Ohio from 8 to 25.7. (All are 
crude producers or crude producers on 
balance.) Earningswise, their futures 
are still ahead of them. Only two crude 
producers have increased annual earn- 
ings over the last five years—Houston 
from $4.62 to $4.81, Pacific Western 
from $1.46 to $1.88. (Warren, also 
with improved earnings, is part petro- 
leum and part natural gas.) 

Shifting our skeptical eye to the rest 
of the top 30, we find. that only five, 
aside from Houston and Pacific West- 
ern, report higher earnings for the last 
four quarters than they did for 1948 
(see table). All are refiners on balance 
and lack the strike-it-rich allure of the 
crude producer; but, on the other hand, 
none of them sells at anything like 15 
times earnings. All stand to profit from 
the June rise in tank-wagon profits, 
unless one takes very seriously the cur- 
rent “study” of gasoline price increases 
by the Justice Department. Other oils 
showing (1) earnings improvements 
since 1949 but not since 1948 and (2) 
modest price-earnings ratios, are Sin- 
clair and Union of California. Sinclair 
sells at 37 or 5.5 times earnings, Union 
at 43, 8.1 times net. Whatever you do 
when you buy into these less spectac- 
ular equities, you don’t have to wait 
until earnings double or treble before 
the bid price is supported by income 
and dividends instead of hope. 

With the removal of excess profits 
taxes next year, other oils may join the 
improved-since-1948 group. Mean- 
while, it is worthy of note that none of 
the five is priced above the industry 
average (9.2 times earnings) and that 
all yield reasonable dividends. Pacific 
Western, in contrast, is paying only 
stock, while Houston at 66 yields a 
measly 3.3%. 

In an uncertain market like the pre- 
sent one, this kind of skeptical, de- 
fensive perspective is doubly important. 
Buying on a wishful Williston Basin 
dream in lieu of solid earnings support 
may be like riding a surfboard. At the 
end of a long level ride you find a let- 
down—and not necessarily a gentle one. 
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MARKET MOVEMENT of oil stocks is traced by solid line, Standard & Poors 
480-stock index by dotted line. Changes are plotted as monthly percentage it 
creases or decreases. After outperforming the average until July, 1952, the oil 
stocks broke sharply and are just now beginning to catch up. 
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ON THE BOOKSHELF 





Profit From Industrial Standardization 


Standardization is an accepted means 
to conserve materials and manpower. 
This book covers the field of standards 
for industry and is liberally illustrated 
with case histories. Its three objectives: 
to give a clear view of standardization 
as it exists in industry today, to show 
how you can profit from standardiza- 
tion, to show how to use standards in 
your industry (by Benjamin Melnitsky, 
Conover-Mast Publications, Inc., New 
York, $5.50). 


Tax Shelter In Business 


The authors of this highly informa- 
tive book have, for many years, been 
advising businessmen how to get along 
with, or in spite of, the intricate and 
involved tax laws. This newest endeav- 
or points out the way money can be 
saved within the tax law. 

The book shows how prominent and 
small companies and businessmen met 
the challenge of taxes and squeezed 
through a loophole with a profit. The 
authors do warn, however, that each 
company presents an individual prob- 
lem, and one man’s answer may be an- 
other’s headache (by William J. Casey 
and J. K. Lasser, Business Reports, Inc., 
Roslyn, New York, $12.50). 





NAMES 





Howard E. Simpson, elected presi- 
dent of the Baltimore and Ohio Rail- 
road, succeeding Col. Roy B. White, 
who becomes chairman of the board. 

Charles A. Macfie, elected president 
of Revere Copper and Brass, Inc. He 
succeeds James M. Kennedy, who be- 
comes chairman of the board. 





PHOTO CREDITS 
Pace 16: Wide World. 


Pace 26: U. S. Army Photo 
(right). 


Pace 28: International. 

















The Parker Appliance Co. 
INCREASES DIVIDEND 


The Directors have declared an in- 
creased quarterly dividend of 25¢ 
per share on common stock of record 
September 8, 1953. This dividend 
will be paid September 21, 1953. 


PF. E. Buescher, Secretary 


arker 


Hydraulic and fluid 
system components 











The New FORBES 


LOW-PRICED 
STOCK GUIDE 


Carefully Selects from Hundreds 
of Stocks Selling from $1 to $20: 


18 Best for Long-Term Growth 
11 Yielding 8%, 9% Up to 10% 


14 Light Blue Chips with Up to 32 
Years of Uninterrupted Dividends 


45 Speculations with Exciting 
Possibilities for Appreciation 


4 High Leverage Investment Trusts 


HE NEW FORBES Guide to Low-Priced Stocks becomes available at an opportune time 

because many low-priced stocks are in an attractive buying range. While top quality stocks 
are currently selling 46% above their 1929 and 1937 highs, low-priced stocks are materially 
below their 1929, 1936 and even their 1951 highs! 

Judging from past records, this situation won't last. In fact, the big move in low-priced 
stocks may not be far off. Every study of price trends ever made proves conclusively that 
low-priced stocks offer far greater opportunities for capital gains percentage wise than high- 
priced stocks. Past experience shows that a sound $5 stock is three times as likely to move to 
$10 as a $50 stock is to move to $100. 

On the basis of price alone, this may be an opportune time to buy into selected low- 
priced stocks. 

But there is far more than price to recommend the stocks in this Guide. You'll be amazed 
at how many have the qualities you usually associate with high-priced stocks. They offer the 
investor of limited means an opportunity to buy into low-priced stocks with "built-in" quality, 
because many quality stocks have been split and are now selling under $20. Many have 
improved their industry position without the public becoming aware of this transition from 
“average” to "junior" blue-chip quality. Yet the prices of many have stood still or declined! 
This offers the average investor an opportunity to buy "value" at a low price. 

This doesn't mean that all low-priced stocks are good “buys. Far from it—for every one 
of investment quality or speculative promise there are three of questionable or no merit. 

That's why investors can use this FORBES Guide to Low-Priced Stocks with profit. It carefully 
separates the wheat from the chaff—enables you to avoid the “cats and dogs" or to replace 
them:with higher quality issues, if you already hold any. It also brings you detailed 10-year 
records on which to judge the merits of each stock—gives you clear-cut reasons for their 
selection. 

In addition, the Guide brings you four "starter" portfolios of $1500 each and five $5,000 
portfolios designed for: steady income, high \‘ields, future growth or big profits. You also get 
a suggested portfolio for “Dollar Averaging.” 

You'll find this the most authoritative guide to low-priced stocks ever published. Use it to 
chart a true course in what could be the most rewarding of all investment fields. 


USE THIS FORBES GUIDE TO: 


Replace "cats and dogs" with 4. Check your present holdings of 
sound low-priced stocks. $1 to $20 stocks against our 
recommendations. 
Get into low-priced stocks with 
many of the characteristics of 
high-priced issues. 





Save on commissions by buying 
in 100-share lots. : 


Diversify your portfolio. 











Fill in and Mail Today 


INVESTORS ADVISORY INSTITUTE, INC. 

Subsidiary of B. C. Forbes & Sons Publishing Co., Inc. 

80 Fifth Avenue, New York 11, N. Y. 

Enclosed is $10. Please send me the new "FORBES LOW-PRICED 
STOCK GUIDE" by return mail. (On N.Y.C. orders add 3%.} 
a - not satisfied, | may return within 10 days for full 
refund. 


SPECIAL FORBES 


CUSTOMER $ = 


OFFER 

SAVES YOU 

Because you are a Forbes 
reader, you are eligible for 
our special Forbes customer 
offer which saves you 33 1/3% 
on the regular price. Ten 
dollars instead of fifteen—and 
our 10-day money-back guar- 
anty applies, of course. 
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REEVES BROTHERS, mic. 


DIVIDEND NOTICE 

A quarterly dividend of 30c per 
share has been declared, payable 
September 15, 1953, to stock- 
holders of record at the close of 
business September 1, 1953. The 
transfer books of the Comr~ny will 
not be closed. 

J. E. REEVES, Treasurer 
August 17, 1953. 











THE FUNDS 



























E. 1. DU PONT DENEMOURS & COMPANY 


] Wilmington, Delaware, August 17, 1953 


The Board of Directors has declared this day 
regular quarterly dividends of $1.12¥2 a 
share on the Preferred Stock—$4.50 Series 
and 871/2¢ a share on the Preferred Stock 
—$3.50 Series, both payable October 24, 
1953, to stockholders of record at the close 
of business on October 9, 1953; also 85¢ 
a share on the Common Stock as the third 
interim dividend for 1953, payable Septem- 
ber 14, 1953, to stockholders of record at 
the close of business on August 24, 1953. 


L. pu P. COPELAND, Secretary 














I BM Internationa BUusINEss 


trave marx MACHINES CORPORATION 
590 Madison Ave., New York 22 


The 154th Consecutive 
Quarterly Dividen| 


The Board of Directors of this Corporaiion has 
this day declared a dividend of $1.00 per share, 
payable September 10, 1953, to stockholders of 
record at the close of business on August 19. 1953. 
Transfer books will not be closed. Checks pre- 
pared on IBM Electric Punched Card Account- 
ing Machines will be mailed 

A. L. WILLIAMS, Vice Pres. & Treasurer 
June 26, 1953 









The Board of Directors of 


owed PITTSBURGH 
lege} Ei) & 
eat) CONSOLIDATION 


COAL COMPANY 


at a meeting held today, declared a quar- 
terly divide~d cf 75 cents per share on the 
Commor St-ck of the Company, payable on 
September 11, 1953, to shareholders of rec- 
ord at the close of business on August 28, 
1953. Checks will be mailed. 

CHARLES E. BEACHLEY, 


Secretary-Treasurer 
August 17, 1953, Were 














UNITED CARBON COMPANY 


DIVIDEND NOTICE 


A quarterly dividend of 62% cents per share 
has been declared on the Common Stock of 
said Company, payable September 10, 1953, to 
stockholders of record at three o’clock P.M. 


on August 19, 1953 


C. H. McHENRY, Secretary. 
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oucT: DIVIDEND 
The Board of Directors declared a dividend 
oi 75c per share on the Common Stock 
payable September 11, 1953, to holders of 
record September 1, 1953 


ROGER HACKNEY, Treasurer 








Tale of two funds 


RECENTLY the president of a large 
open-end fund took issue with the pure- 
ly statistical approach to mutuals. “I 
don’t care how capable the manage- 
ment is,” he explained, “if I didn’t have 
faith in their character I wouldn’t touch 
the shares with a ten-foot pole.” What 
this observer implied is that there are 
wondrous ways within the law to bam- 
boozle the unwary investor. And in the 
short run, at least, honesty does not 
always pay. Arnold Bernhard can tell 
you. 

In 1949 Bernhard swung into the 
promising mutual fund business with 
Value Line Fund, a fully-manager mu- 
tual dedicated to capital growth. The 
time was most auspicious. Bernhard 
had just picked the end of the 1946- 
1949 bear market and correctly pre- 
dicted higher stock prices ahead. 

The fund was an overwhelming suc- 
cess. Investors scrambled over one an- 
other to buy the shares. By early 1951, 
sales hit a $1 million-a-month clip, an 
unheard-of figure for a new fund. 

But then the k in Bernhard’s equa- 
tion for human nature proved to be 
not so constant. Convinced that the 
market was headed downward, he be- 
gan to unload the fund’s stocks in 
favor of bonds. And dealers, who know 
that customers want their funds “fully 
invested,” turned to more saleable 
funds. Value Line Fund sales dried up 
and have never revived. 

Nevertheless, Bernhard stuck by his 
guns. His studies promised lower stock 
prices and he wanted cash to buy back 
at more attractive levels. The higher 
the market rose, the stronger his de- 
fensive position, until on December 31, 
1952, 58.3% of Value Line Fund’s assets 
rested in bonds, mostly short-term gov- 
ernments. The figure was still 54.4% on 
June 30, 1953. 

Bernhard admits he was premature 
and the market has not yet justified his 
pessimism. The Dow-Jones industrial 
average must break to 230 to do that. 
At that level, if conditions have not 
seriously deteriorated, he would con- 
sider moving back 100% into stocks, 

Until the end of 1952, Value Line 
Fund stockholders paid for Bernhard’s 
early bearishness with sub-par capital 
gains. From the end of 1950 to the end 
of 1952, Value Line’s per-share asset 
value rose only 11.8% vs. an average 
22.9% for the major growth funds. 
Massachusetts Investors Growth Stock 
Fund, for example, climbed 25.6% dur- 
ing this same period. But in the subse- 
quent decline that culminated June 10, 
1953, Value Line declined only 3.8% 


40 


against an average 10.0% for all growth 
funds and MIGSF’s 13.2%. 

Nevertheless, Value Line has not yet 
caught up with the growth-stock-fund 
parade, and only further sharp declines 
in the market can prove Bernhard right. 
Still, within his framework, he has 
turned in a good job. From the October, 
1952 bottom to the June, 1953 trough, 
Value Line per-share asset value rose 
0.8% against a 1.1% decline in the 
Standard and Poor’s 90-stock index. 

If the Value Line Fund is Bernhard’s 
quality product (he believes most of 
his investment subscribers would be 
better off in his fund), last year he 
organized a mass-appeal money-maker 
—the Value Line Income Fund. “Frank- 
ly,” confides Bernhard, “most of my 
money goes into the old fund, not the 
Income Fund.” But the public feels 
quite differently. In less than a year, 
the fund has sold over $3 million worth 
of stock. Its great appeal is a yield of 
8.7%—head and shoulders above the 4% 
to 5% yields of other income funds. 
Bernhard readily admits that he must 
sacrifice quality to achieve this kind of 
return, but each investment represents 
a calculated risk. “For example,” he il- 
lustrates, “pricing Dayton Rubber to 
yield 10%, the market is predicting a 
dividend cut. Our analysts disagree 
and we put it in Income Fund.” 

To a lesser degree, the same is true 
of high-yielding steel stocks. In the 
course of the market break that Bern- 
hard expects, he looks for steels to de- 
cline 10% to 15%. For this reason, he 
has no steel stocks in his Value Line 
Fund. But 15.6% of the assets of the 
Income Fund are in these shares. 

The price of the Income Fund’s high 
yield has been a gradual erosion of 
capital values since it was begun. From 
the October bottom to the January top, 
per-share asset value rose only 7.8%, or 
65.0% as much as the market. In the 
ensuing decline, however, per-share as- 
set value toppled 11.8%, or 100.9% as 
much as the Standard and Poor's 90- 
stock index. For the entire eight 
months, the net performance was 4 
4.8% decline. In contrast, Dividend 
Shares showed no decline, National 
Security Series’ Income Fund declined 
0.8%, United Income Fund 2.9% and 
Keystone’s §-2 dropped 4.1%. 

The choice of high current income 0 
satisfactory capital performance is 
much like the alternatives the wi 
offers the knight in the Wife of Bath's 
tale: “Either I'll be ugly and faithful- 
or beautiful and you take your 
chances.” 


Forbes 
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Which Chemical Stocks 
Are Best “Buys’—Now? 
Which to Avoid? 


@ $1000 invested, even at boom-time high prices in 1929, in Abbott 
Laboratories grew to $19,500 by 1951. $1,000 in Chas. Pfizer became 
$12,500 in 1949. $1,000 in Minnesota Mining grew to $30,000 by 
1949. (Cash dividends not included. Average price for year used.) 
The Chemical industry, maker of great fortunes for many, continues 
to create amazing new products essential to industry, modern living 
and health . . . cellophane, nylon, dacron, orlon, synthetic B-Vitamins, 
cortisone, antibiotics, plastics, rayon, insecticides, herbicides, synthetic 
detergents, scores of complex chemicals known as synthetic catalysts, 
etc. Is the Chemical industry, which satisfies deep wants of the 
people, in an early stage of development? In a box of Tide or Dreft 
may be your clue that duPont, Allied Chemical, Union Carbide are 
still expanding their businesses. No one knows how big the Chemical 
industry may become! Which are in line for greatest growth? 
Which are the potential giants of tomorrow? Which have least 
growth prospects? 


New Study Tears Mystery From Chemical 
Companies—Shows How To Select Stocks 


@ The author, Walter K. Gutman, prominent broker's analyst, con- 
sulted scientific experts of many huge chemical companies to secure 
at-the-source information you should have. Big 7x!0 pages; 27 
chapters: "Why Chemistry Has Great Investment Opportunities''— 
“What Sort of Companies Should You Invest In?''\—''How to Find 
the Companies You Want to Invest In""—to name a few. Gutman 
says, "As the Chemical industry translates more of the rich dream life 
of people into real life, it will create fortunes for those who invest in it." 


Possible 1955 High Prices of 
Selected Chemical Stocks 


@ An advance of 38 points is projected for a low-priced chemical, 
and 130 points for one in higher bracket. These issues vary greatly 
in attractiveness . . . a certain few offer outstanding opportunities. 


a 


What the Press Says: 


“Reveals how chemistry is opening up tre- 
mendous new possibilities of wealth." 


—NEW YORK HERALD TRIBUNE 


Mr. Gutman chivies investors into growth 
stocks to the exclusion of other inflation- 
whip-sawed investments." 


—NEW YORK TIMES 


“After reading this study the investor 
should be well on his way to develop some 
real understanding of securities, of the 


Securities markets and of the Chemical in- 
dustry," 





279 Pages 
27 Profit-Pointing Sections 
75 Charts and Tables 


—INVESTMENT DEALERS’ DIGEST SAVE $5—MAIL 
am COUPON TODAY! 
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What’s Going On In 
These Chemical Companies? 


Individual Reports and Projections 


Detailed Management Appraisals 


What Are Earnings Prospects 
In 1954-55-56-57 ? 


Air Reduction Co. Monsanto Chem. Co. 
Allied Chem. & Dye Penn. Salt Mfg. Co. 
Corp. Pittsburgh Coke & 
Amer. Cyanamid Co. Chemical Co. 
Diamond Alkali Co. Rohm & Haas Co. 
Dow Chemical Co. Spencer Chemical Co. 
duPont de Nemours Union Carbide & 
Co. Carbon Co. 
Foote Mineral Co. 
Hercules Powder Co. 
Hooker Electro- 


Fertilizer Companies 
chemical Co. Pharmaceutical 
Mathieson Chemical Chemicals 
Corp. 2 Specialists in 
Metal Hydrides, Inc. Phosphates 











UNION CARBIDE TOO HIGH? 
WHAT EARNINGS IN 1955? 


@ One of many interesting discussions, all of value to 
fund managers and bankers, as well as to individual 
investors, large and small . . . a comparison with 
duPont . . . price-earnings ratios of Union Carbide 
and 7 other blue chips. 


BEST CHEMICAL STOCK 
FOR 10-YEAR INVESTMENT? 


@ Company owes success to very able, scientific minds. 
Largest manufacturer of numerous basic chemicals. 
Unique in many respects—on verge of becoming sec- 
ond largest chemical producer in U. S.? Desirable 
purchasing range of stock . . . complete |4-page re- 
port. Mr. Gutman has singled this stock out after 
intensive investigation and check-up. 


33!4% Discount to FORBES Readers 


@ This big book, "Money Magic in Chemical Stocks" 
(only a few of its many money-making hints covered 
here), sells for $15. As a FORBES reader it's yours 
for only $10, a saving of one-third. Send your $10 
today, as this offer may be shortly withdrawn. Fill out 
coupon below and mail with check or money order. 


INVESTORS ADVISORY INSTITUTE, INC. 
Subsidiary of B. C. Forbes & Son Publishing Co., Inc. 4 
80 Fifth Avenue, New York 11, N. Y. \ 
Enclosed is $10. Please rush me Mr. Gutman's 
Study on the Chemical Industry, “Money Magic in 
Chemical Stocks." (On N.Y.C. orders add 3%.) ! 


If | am not satisfied, | may return within 10 days , 
for full refund. 











THOUGHTS 





You cannot create prosperity by law. 
Sustained thrift, industry, application, 
intelligence, are the only things that 
ever do, or ever will, create prosperity. 
But you can very easily destroy pros- 
perity by law. —THEODORE ROOSEVELT. 


The crossroads of trade are the meet- 
ing place of ideas, the attrition ground 
of rival customs and beliefs; diversities 
beget conflict, comparison, thought; 
superstitions cancel one another, and 
reason begins. —Wit Durant. 


The individual who is best prepared 
for any occupation is the one whose 
intelligence has been so well trained 
that he is able to adapt himself to any 
situation and whose point of view has 
been so humanized by his education 
that he will be a good person in any 
job or calling. —MortTIMER SMITH. 


Live for thy neighbor if thou wouldst 
live for thyself. —SENECA. 


Research is exemplified in the prob- 
lem-solving mind as contrasted with the 
let-well-enough-alone mind. It is the 
composer mind instead of the fiddler 
mind. It is the “tomorrow” mind in- 
stead of the “yesterday” mind. 

—Cuares F, KetTrerinc. 


In politics, merit is rewarded by the 
possessor being raised, like a target, 
to a position to be fired at. —Bovee. 


In the age-old-history of business— 
from its beginning in barter and ex- 
change up to its present perfection— 
nobody has yet invented a substitute 
for Customer Satisfaction. 

—Sicn in Syracuse (N. Y.) Hore 


THINK in the name of Almighty 
God. We must first have a worldwide 
awakening of the public conscience, a 
spiritual revival, a moral regeneration, 
before there can be permanent peace 
and real economic recovery. To this 
end we do not need new laws, but a 
new spirit; we do not need a change 
of government, but a change of the 
human heart. There can be no peace, 
there will be no recovery without it. 
Therefore, with a change of heart, let’s 
all make a new start. 

—Ws. J. H. Boercxer, D.D. 


ON THE BUSINESS OF LIFE 


There are two distinct classes of 
what are called thoughts: those that 
we produce in ourselves by reflection 
and the act of thinking and those that 
bolt into the mind of their own accord. 

—THOMAS PAINE. 


If you succeed in life, you must do 
it in spite of the efforts of others to pull 
you down. There is nothing in the idea 
that people are willing to help those 
who help themselves. People are willing 
to help a man who can’t help himself, 
but as soon as a man is able to help 
himself, and does it, they join in mak- 
ing his life as uncomfortable as pos- 
sible. —E. W. Howe. 


GIVING 


If you'll forget the things you give 
And ne’er forget what you receive; 
Quite soon you'll make a host of friends 
Who'll gladly aid you to achieve. 
—ALONZO NEWTON BENN. 


The only thing that can overcome a 
persuasive idea is a better idea. 
—THEOpORE S. REPPLIER. 


The person of tomorrow must have 
ability to live with himself. This as- 
sures inner strength to do what is right 
in material and human relationships. 
Its fruits are peace of mind and seren- 
ity of being. —Rocer M. Keyes. 


Good order is the foundation of all 
good things. —EpMUND BURKE. 


No ray of sunlight is ever lost, but 
the green which it awakes into exist- 
ence needs time to sprout, and it is 
not always granted to the sower to see 
the harvest. All work that is worth any- 
thing is done in faith. 

—ALBERT SCHWEITZER. 


Great art is an instant arrested in 
eternity. —JAMES GrpBon HUNEKER. 





All the strength and force of map 
comes from his faith in things unseen, 
He who believes is strong; he who 
doubts is weak. Strong convictions 
precede great actions. —J. F. Cuanse, 


The first thing to learn in inter. 
course with others is non-interference 
with their own particular ways of be. 
ing happy, provided those way do not 
assume to interfere by violence with 
ours. —WILLIAM James, 


Give us the fortitude to endure the 
things which cannot be changed, and 
the courage to change the things which 
should be changed, and the wisdom to 
know one from the other. 

—BisHop OLIvER J. Harr. 


If you would stand well with a great 
mind, leave him with a favorable im. 
pression of yourself; if with a little 
mind, leave him with a favorable opin- 
ion of himself. —CoLERIDCE. 


Cautiously avoid speaking of the 
domestic affairs either of yourself, or 
of other people. Yours are nothing to 
them but tedious gossip; and theirs are 
nothing to you. —CHESTERFIELD. 


One couldn’t carry on life comfort 
ably without a little blindness to ‘the 
fact that everything has been said bet 
ter than we can put it ourselves. 

—GEorGE ELI01. 


Troubles are usually the brooms ani 
shovels that smooth the road to 4 
good man’s fortune; and many a mal 
curses the rain that falls upon his 
head, and knows not that it brings 
abundance to drive away hunger. 

—Basi.. 


The spectacle of a nation praying is 
more awe-inspiring than the explosion 
of an atomic bomb. The force of prayer 
is greater than any possible combin 
tion of man-controlled powers becausé 
prayer is man’s greatest means of tap 
ping the resources of God. 

—J. Epcar Hoover 





More than 3,000 selected “Thoughts” 
are available in a 544-page book. 
Regular edition, $5. Deluxe edition, 
handsomely boxed, $7.50. 








— 





A Text... 


If my people, which are called by my namé, 
shall humble themselves, and pray, and seek 


my face, and turn from their wicked ways; 


Sent in by H. W. Henke, Long- 
view, Texas. What’s your favor- 
ite text? A Forbes book ig pre- 
sented to senders of texts used. 


then will I hear from Heaven, and will for 
give their sin, and will heal their land. 


—II Curonicues 7:14 
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PRODUCT OF a Sam SabaceoCompany 


AMERICA’S LEADING MANUFACTURER OF CIGARETTES 




































Aluminum is Why 


the 335-horse Le Sabre may 
weigh no more than your car 





General Motors’ sleek laboratory on wheels boasts what 
engineers call “high horsepower-weight ratio”. That means 
a powerful engine in a light body. It also means flashing 
performance on straightaway and curve. 

Aluminum helped GM engineers reach these goals. For 
most of what you see on Le Sabre is aluminum . . . much’ 
of what you can’t see, too. 

To make the body light in weight, the hood, doors and 
other sections are formed of aluminum sheet. 

To add power to the great engine, aluminum heads and 
blocks whisk away the heat of high compression. Light 
pistons and supercharger parts of aluminum move easily. 
Aluminum is used in 40 places in the engine alone. 


ALCOA is How 


There were problems aplenty as Le Sabre took form—from 
dream to drawing board to definite reality. Who would heat 
treat the massive hood? Alcoa. Where would the intricate 
parts be cast? In Alcoa Foundries. How would the alumi- 
num radiator be made? Alcoa Engineers found the answers 
to this and scores of other aluminum uses. You see them 
on Le Sabre today—you may see them on your car of the 
future. ALUMINUM COMPANY OF AMERICA, Pittsburgh 19, Pa. 



















_-, The newest trick in aluminum Every new car has aluminum No plating to chip or peel whet 
cylinder heads—Alcoa’s low- converter parts of Alcoa Alumi- pistons—many Alcoa Alumi- automobile trim is bright 
cost way of joining simple, little mum add extra pleasure to num. Alcoa does more piston re- satin, or color finish Alcoa Alumi- 
castings together to make a big, no-shift driving. search than any other metal num. Economy for the motor — 

intricate part. supplier. maker, too! 









